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IN THE MATTER OF THE
APPLICATION OF FRONTIER
COMMUNICATIONS OF AMERICA, INC.
FOR A CERTIFICATE OF AUTHORITY
TO  PROVIDE YNTEREXCHWR}T '
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SOUTH DAKOTA
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Mr. William Bullard, Jr.

Executive Director

South Daketa Public Utilities Commission
500 East Capitol

Pierre, South Dakota 57501

RE:  Registration of Frontier Commusnications of Americe, fee.

Dear Mr. Bullard:

Enclosed for filing are the original and ten (i1} copies of
Communications of America, Inc. for suthority o provid
services within South Dakota.

Also enclosed is our check in the amount of §2

& ¥

Please acknowledge receipt of this filing by date st
and returning it to me in the self-addressed su

Any questions you may have regarding this filing »
Thank you for your assistance.

Sincerely,

0 szm./ f

har Dawson
Consuitant to Frontier Communications of Smer

Enclosures

cc: Christine Burke - Frontier Commurieations
file: FCA -5D
tms: SDi0 100




BEFORE THE SOUTH DAKOTA PUBLIT

Pursuant to Rule 20:10:24:02 of the Comt

Communications of America. e, {"Frontey

1.

Fronticr Commugy
180 South Clin
Rochester, Mew %
Telephone: (7
Facsimile:
Toll Free;

4

2. The name under which the A
subdivision {1} of this seetion

Same




If the applicant is a corporation:

{2}

th)

The state in which it is incorporated, the date of incorporation and a copy of its
certificate of incorporation or, if it is an out-of-state corporation, a copy of its
certificate of authority.

The Applicant was organized as a Delaware corporation on August 19, 1992 under
the name Visions Long Distance America, Inc. On October 20, 1994, the name was
changed to Frontier Long Distance of America. Inc. The name was further amended
on June 6, 2000 to Frontier Communications of America, Inc, The Applicant is a
wholly-owned subsidiary of Frontier Subsidiary Telco, Inc., which is a wholly-
owned subsidiary of Global Crossing North America, Inc., which is a wholly-owned
subsidiary of Global Crossing, Ltd., which is located at Wessex House, 43 Reid
Street, Hamilton, Bermuda. Frontier Communications of America and the
intermediate holding companies are located at 180 S. Clinton Avenue, Rochester,
New York 14646. A copy of Secretary of State authority in South Dakota is

included as Attachment 1.

The location of its principal office, if any, in this state and the name and address
of its current registered agent.

Frontier has no principal offices in South Dakota.

Registered Agent: Corporation Service Company
503 South Pierre Street
Pierre, South Dakota 57501
(605) 224-8803

Reoistration of



I{ the applicant is a corporation: (cont'd.)

{¢) A copy of its articles of incorporation which includes a list of the names and
addresses of the corporate officers and member of the board of directors at the
time of incorporation.

A copy of Frontier’s Articles of Incorporation are included as Attachment II.

{d) A list of the names and addresses of the current corporate officers and members
of the board of directors.

See Attachment 111,

{e} The names and addresses of the ter common stockholders who own the greatest
number of shares of common steck and the number of shares owned by each,

See Attachment 1.

() The names, address of any corporation, association, partnership, cooperative
or individual holding a five percent or greater ewnership or management
interest in the applicant corporation. The amount and character of the
ownership interest shall be indicated. A copy of any management agreement
shall be attached.

See Attachment II1.
{g)  The names and addresses of subsidiaries owned or controlied by the applicant.
None.

If the applicant is a partnership, the name, title and business address of each partner,
both general and limited.

Not applicable.
A specific description of the telecommunications services the applicant intends to offer.

The Applicant will provide resold telecommunications services including travel service
available through toll-free access. Service will be offered to both residential and business
customers. The Applicant proposes to offer intrastate long distance services in conjunction
with interstate services. Service will be provided twenty-four (24) hours per day, seven (7)
days a week. The Applicant proposes to offer service throughout the entire state of South

Dakota.

The Company’s toll free customer service telephone number will appear on all bills (800)

727-1653.

Registration of
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A& tdetailed statement of the means by which the applicant will provide its services,
inchuding the type and gquantity of equipment to be used in the operation, the capacity,
sud the cxpected used of the equipment.

Frontier operates as a switchless reseller. Calls originate over LEC facilities to the
Company's underiying carrier. The Company's underlying carrier performs all interexchange
sitching, routing and call termination functions. Call detail information is provided to the

L oempany by the underlying carrier for purposes of rating and billing calls
Fronter bas no plans to construct switching or transmission facilities in South Dakota.

The geographic areas in which the services are, or will be, offered, including a map
deseribying the service boundaries.

E
F154

rer mtends Lo offer its services throughout the State of South Dakota.

A eurrent balance sheet and income statement; a copy of the applicant's latest annual
repori: a copy of the applicant's report to stockholders; the terms and conditions of
service; the access charges and a copy of the applicant's tariff book.

The Applicant possesses the financial capability to provide the requested service. The
Applicant is a wholly owned subsidiary of Frontier Subsidiary Telco, Inc., which is a wholly
ownsd subsidiary of Global Crossing North America, Inc., which is a wholly owned
subsidiary of Global Crossing, Ltd. Global Crossing, Ltd. and Global Crossing North
Agmerica, ine. are in the process of selling the Applicant together with its immediate parent,
Frontier Subsidiary Telco Ine. to Citizens Communications Company. Both before and after
the consummation of this transaction, the Applicant will be able to rely on the financial
resources of the parent, which are significant. A copy of the most recent SEC 10K filings

of Global Crossing and Citizens Communications Company are provided in Attachment I'V.

The termes and conditions of service, as well as all rates and charges are provided in the

apphicant’s proposed tartff in Attachment V.

Registration of

- . - . . ‘ .
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The names and addresses of the applicant's representatives to whom all inquiries

should be made regarding complaints and regulatory matters.
For inquiries regarding this application and tariff, contact:

Shan Dawson

Consultant to Frontier Communications of America, Inc.
Technologies Management, Inc.

P.0O. Drawer 200

Winter Park, Florida 32790

Phone; (407) 740-8575
Fax: (407) 740-0613
Email: sdawson{@tminc.com

For complaints and on-going regulatory issues:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.

180 South Clinton Avenue

Rochester, New York 14646

Telephone:  (716) 777-6719

Facsimile: (716) 325-1355

For all other matters, contact:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.

180 South Clinton Avenue

Rochester, New York 14646

Telephone:  (716) 777-6719

Facsimile: (716) 325-1355

Rooretration o)
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A detailed description of how the applicant intends to market services,

the

qualifications of its marketing sales personnel, its target market, whether the applicant
engages in any multilevel marketing and copies of any company brochures used to

assigt in the sale of services.

Frantier primarily offers services to business customers through agents and other sales

methods. The company does not utilize any form of multilevel marketing in the sale of its

SErvices.

Subm mcd by:

/ /A@ o

Ghegg(Sa ijn(
Semm sociate Gencral Counsel

Frontier Communications of America
180 South Clinton Avenue
Rochester, New York 14646

Telephone:  (716) 777-7270
Facsimile: (716) 546-7823

Registration of

Fronticr Communications ol America, Ine.

Pares Ny &



ATTACHMENT |

AUTHORITY TO OPERATE IN SOUTH DAKOTA



OEFICE OF THE SECRETARY OF STATE

Certificate of Authority

1, JOYCE HAZELTINE, Secretary of State of the State of South Dakoia,
hereby certify that the Application for a Certificate of Authority of
FRONTIER COMMUNICATIONS OF AMERICA, INC. (DE) to
transact business in this state duly signed and verified pursuant to the provisions

of the South Dakota Corporation Acts, have been received in this office and are
found to conform to law.

ACCORDINGLY and by virtue of the authority vested in me by law, I hereby
issue this Certificate of Authority and attach hereto a duplicate of the application
1o fransact business in this state.

IN TESTIMONY WHEREOF, 1
have hereunto set my hand and
affixed the Great Scal of the State of
South Dakota, at Pierre, the Capital,
this February 2, 2001.

%7”“ s
TV &/’
Joyce Hazeltine
Secretary of State




Secretary of State

. FILE NO.
State Capitol .
SO0 E. C’ai’i“-"gk e .o RECEIPT NO. T
Pierre §L§}S7‘5 Ao ﬁ;.‘ Crj "C‘

Phone 68-773:

Fax 60 ng 0 2 o
. , ' Sl . . 11
e gplication for Certificate of Authority ‘
N ;}aﬁ hl / s-& 3
Rat el At 'SEL. GF S -
Pursuant to-the pmvisi;ﬂsﬁf L 47-8-7, the undersigned corporation hereby applies for a Certificate of Authority to transact T4 £
busineSs in the btjx}.m:) South{I¥ako :ﬁﬁd for that purpose submits the following statement:
£1) e Bind of the COEQ@ ion is FRONTIER COMMUNICATIONS OF AMERICA, INC.
) ™ A'{z._ (ex2ct corporate name)

e

(2) I the name of the corporation does not contain the word "corporation", "company", "incorporated” or "limited” or does not

cotain an abbreviation of one of such words, then the name of the corporation with the word or abbreviation which it elects to add
thereto for use in this state 1s

(3) State where incorporated Delaware Federal Taxpayer [D# 45-0427228

(4) The date of its incorporation is AUgust 19, 1992 and the period of its duration. which may be
perpetnal, is Perpetual

(53 The address of its principal office in the state or country under the laws of which it is incorporated is

Suite Ste 400, 2711 Centerville Road, Wilmington, DE Zip Code 19808
mailting sddress if different from above is:
180 Zounch Clinton Avenue

Rochester, NY Zip Code 14646

{6) The street address, or a statement that there is no street address, of its proposed registered office in the State of South Dakota is
%03 Seouth Pierre Street, Plerrs, SD Zip Code 57591

snd the name of its proposed registered agent in the State of South Dakota at that address is Corporation Service Comparny

(7) The purposes which it proposes to pursue in the transaction of business in the State of South Dakota are: (state specific purpose)
P e purpose;

Long distance reseller and CLEC

(8} The names and respective addresses of its directors and officers are:

Name Officer Title Street Address City State Zip

Sea attached officers/directors rider

(9} The aggregate munber of shares which it has authority to issue, itemized by classes, par value of shares, shares without par value,
andt series, if any, within a class is:

Mumber Par value per share or statement that
of shares Class Series shares are without par value

200 Common $.01




{10 The aggregate number of its issued shares, itemized by classes, par value of shares, shares without par value, and series, if any,
weithin's ¢lass, is:”

.

Number Par value per share or statement that
of shares Class Series shares are without par value
2 Common $.01
Y

Q "
{113 The amouat of its stated capital is § :
Shasres isswed times par value equals stated capital. In the case of no par value stock, stated capital is the consideration received for
thee issued shares.

{12} This application is accompanied by a CERTIFICATE OF FACT or a CERTIFICATE OF GOOD STANDING duly
acknowledped by the Secretary of State or other officer having custody of corporate records in the state or country under whose laws
it is Incorporated.

(13) That such corporation shall not directly or indirecily combine or make any contract with any incorporated company, foreign or
domestic, through their stockholders or the trustees or assigns of such stockholders, or with any copartnership or association: of
persons, oF in any manner whatever to fix the prices, limit the production or regulate the ransportation of any product or commodity
s 8§ Lo prevent competition in such prices, production or transportation or to establish excessive prices therefor.

{14) That such corporation, as a consideration of its being permitted to begin or continue doing business within the State of South
Dakota, will comply with all the laws of the said State with regard to foreign corporations.

The application must be signed, in the presence of a notary public, by the chairman of the board of directors, or by the president or
by another officer.

I DECLARE AND AFFIRM UNDER THE PENALTY OF PERTURY THAT THIS APPLICATION IS IN ALL THINGS, TRUE
AND CORRECT

ot 1121 @00/ “Poo A | //M S oA

(Signature) Barbg:'ra J} LavVerdi

(Title) Assistant Secretary

y ]
sTaTE OF Al Foak

N
COUNTY OF /7002 )r;/ . D00
I Lk o o1 ~dnene Lo , a notary public, do hereby centify that on this 3 r&“ ?‘day of Jntldiy 2 /
personully appeared before me Barbara J. LaVerdi who being by me first duly swomn, d&lared that he/she
is the Ssgdsgant Secretary of FRONTIER COMMUNICATIONS OF AMERICA, INC.  that he/she signed the foregoing document as

afficer of the corporation, and the statements therein contained are true.

[0/3110] Z/Zﬁufx,w O s L

My Comanizion Expires (Notary Public)

ALEXS A, SPINELLI
Wotary Public, Staia of New York
Qualified in Monros Coun

Commission xpires Oct. o
Moragia) Seal 31,

e T R ok A R R e S R ARl e Ak e Aok AR HOR R OB RO Rk ok o ok ok ok ok ok ok ok

The Consent of Appointment below must be signed by the registered sgeut listed in number six.




o o Consent of Appointment by the Registered Agent

1. Corperation Service Company hereby give my consent to serve as the registered

(name of registered zgent)
agent for FRONTIER COMMUNICATIONS OF BMERICA, INC.

{corporate name)

Corporation Service Company

2 1]z0el % Aolows burt—

’ (signature of registered ageot)

Pased

. L ) Dolores Burto%, Assisgtant Vice’ Preside:
The proper filing fee must accompany the application. Make checks payable to the Secretary of State.

FEE SCHEDULE
Authorized capital stock of 25000 orless $90
Over $25,000 and not exceeding 100,000 110
Civer 5100,000 and not exceeding 500,000 130
Over $500,600 and not exceeding 1,000,000 150
Chver £1,000,000 and not exceeding 1,500,000 200
Crver $1,500,000 and not exceeding 2,000,000 250
Hiver $2,600,000 and not exceeding 2,500,000 300
Crvnr $2 500,000 and not exceeding 3,000,000 350
Owver $3,000,000 and not exceeding 3,500,000 400
Crver 53,500,000 and not exceeding 4,000,000 450
Cver F4,000,000 and not exceeding 4,500,000 500
Owver 4,500,000 and not exceeding 5,000,000 550

For esch additional $500,000, $40 in addition to $550.
For purposes only of computing fees under this section, the dollar value of each authorized share having a par value shall be equal w

par value and the value of each authorized share having no par value shall be equal 1o one hundred dollars per share. The maximum
arnount charged under this subdivision may not exceed sixteen thousand doilars.

FYLING INSTRUCTIONS:

The application must be signed, in the presence of a notary public, by the chairman of the board of directors, or its president, or any
ather officer, One original and one photocopy of the application must be submitied.

The application must be accompanied by an original, currently dated, CERTIFICATE OF FACT or a CERTIFICATE OF
GOOD STANDING from the Secretary of State in the state where it incorporated. A photocopy of a certificate is not acceptable. It
should be dated within ninety (90) days of submitting it to our office.

South Dakota law requires every corporation to continuousty maintain a resident of this state as the registered agent (number six on

the application). The registered agent's address is considered the registered office address of the corporation in South Dakota. A
complete street address must be listed for service of process.

The Consent of Registered Agent portion must be signed by the South Dakota registered agent.

Mai! the application, centificate, and filing fee to the Secretary of State, Corporate Division, 500 E. Capitol Avenue, Pierre, SD
57501-5070. The duplicate and a Centificate of Authority will be returned for your records.




Officers and Directors Report

Frontier Communications of America, Inc.

Joseph P. Clayton
Bus Address:
180 South Clinton Avenue, Rochester, NY 14646

James . Dole
Bus Address:
180 South Clinton Avenue, Rochester, NY 14646

Donna L. Reeves-Collins
Bus Address:
180 South Clinton Avenue, Rochester, NY 14646

Josephine S, Trubek
Bus Address:
180 South Clinton Avenue, Rochester, NY 14646

Barbara J, LaVerdi
Burs Address:
180 South Clinton Avenue, Rochester, NY 14646

Richard N. Kappler
Bus Address:
180 South Clinton Avenue, Rochester, NY 14646

James F. Mulcahy
Bus Address: ,
180 South Clinton Avenue, Rochester, NY 14646

Susan |, Sipperiey
Bus Address:
180 Sauth Clinton Avenue, Rochester, NY 14646

Rober! L. Barrett
Bus Address:
180 South Clinton Avenue, Rochester, NY 14646

Joseph P. Clayten
Bus Address:
180 South Clinton Avenue, Rochester, NY 14646

Chief Executive Officer

Treasurer and Director

Vice President

Secretary

Assistant Secretary

Assistant Treasurer

Assistant Treasurer

Assistant Treasurer

Exec. Vice President and Director

President and Director



State Capitol, Ste 204
500 East Capito!l Avenue
Pierre, South Dakota
57501-5070
sdsos @ state.sd.us

JOYCE HAZELTINE

Sacretary of State

(ﬁéﬁf‘@&l{@ﬂ/ gff (ﬁﬁfg

TOM LECKEY
Geputy

To: CcsC
DOLORES BURTON
B8O STATEST 6TH FL
ALBANY NY 12207

From: Secretary of State Joyce Hazeltine
Corporations Division

Date: February 2, 2001

He: FRONTIER COMMUNICATIONS OF AMERICA, INC. (DE)
Foreign Certificate of Authority

The application for certificate of authority has been received and

filed for the FRONTIER COMMUNICATIONS OF AMERICA, INC.
{DE).

Enclosed is the Certificate attached to the duplicate application
along with a receipt for the filing fee of $90 + $10 expedited for
200 shares at $.01 authorized.

SDCL: 47-9-3 requires the filing of a corporate annual report with
our office between the anniversary date of qualification and prior to
the first day of the second month following. The report is due the
year following qualification. An annual report form will be mailed
to the corporate address listed in number five on the application for
timely filing. Please contact our office if the corporate address
changes or if the form is not received.

Thank you.

N DY S IR S



SOUTH DAKOTA SECRETARY OF STATE

WGFFICIAL RECEIPT NUMEER
DATE
FORM OF PAYMENT CHECK AMOUNT

CHECK NBR 10105831

cse
80 STATE ST
ALBANY NY 12207-

THIS RECEIPT IS IN REFERENCE TO:
FRONTIER COMMUNICATIONS OF AMERICA, INC.

TRANSACTION DESCRIPTION

CERTIFICATE OF AUTHORITY
EXPEDITED FEE

..............................

.........................................

BY




ATTACHMENT Ii

ARTICLES OF INCORPORATION



T, 5

State ofDeZaware

Office of the Secretary of State

PAGE 1

1, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS Z TRUE BND CORRECT
COPY OF THE CERTIFICATE OF BMENDMENT OF "FRONTIER LONG DISTANCE
OF AMERICA, INC.", CBANGING ITS NAME FROM "FRONTIER LONG
DISTANCE OF BMERICA, INC." TO "FRONTIER COMMINICATIONS OF
AMERICA, INC.", FILED IN THIS OFFICE ON THE SIXTH DAY OF JUNE,
A.D. 2000, AT 9 O’C;OCK A.M.

A FILED COPY OF THIS CERITIFICATE EAS BEEN FCRWARDED TO TEE

NEW CASTLE COUNTY RECORDER OF DEEDS.

L il

Ediward |, Freel, Secretary of State
0480328

507210 8100

Y T TR T A TSN
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CERTIFICATE OF AMENDMENT OF CERTIFICATE OF DNCORPORATION
OF
FRONTIER LONG DISTANCE OF AMERICA, INC.
It is hereby certifiad that:
1. The name of the corporation (hereinafter callad the "corporation”} is

FRONTIER LONG DISTANCE OF AMERICK, INC.
2. The certificate of incorporation of the ccrporatic;ﬁ is hereby ameaded by stik-
ing out Article One  thereof and by substituting in liew of said Asticle{s] the following new
Article{s]:

Article one of the Certificate of Incorporation is amended to read a3 follows:

1. The name of the corproation is: FRONTIER COMMUNICATIONS OF AMERICA, INC.

3. The amendment(s] of the certificate of incorparation herein certified has
[have] been duly adopted in accordancs with the provisions of Section 242 of the General Corpo-
ration Law of the State of Delaware.

Signed on é klso

B S f Lo

Barbara I. La‘Ve’Edé, Aﬂbsismnt Secretary

STAZE OF DELAWARE
SECARTARY OF BIATE
PIVISION OF CORPCGRATIONS
FILED 09:00 AN 06/08/2000
e tva T LY LN A A PN 001336296 ~ 230IALE
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State of Delaware

Office of the Secretary of State

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT
CoPY OF THE CERTIFICATE OF AMENDMENT OF "YISIGNS LONG DISTANCE
AMERICA INC." TO “FRONTIER LONG DISTANCE Ol" &‘%ERICA INC.®

FILED IN THIS OFFICE ON THE TWENTIE'U{ DAY OF- OC”"C‘}E” A.D. 1994,
AT 9 O'CLOCK A.M.

gﬂwﬂgw/p/

Edward J. Freel. Secretary of State

2307210 8100 : AUTHENTICATION: 7282870

e

DATE: 1027 .00

i



SECRETARY OF STATE
BIVISION OF CORPORATIDNS
FILED 09:00 AR 10/20/ 1934

CARTIFICATE OF AMEIN:IDM‘ENT 344199684 ~ 2307210

. -

OF
CERTIFICATE OF INCORPORATION
VISIONS LONG DISTANCE AMERICA INC.

VISIONS LONG DISTANCE AMERICA INC., a corporation organized and existing under and
by virtue of the General Corporation Law of the State of Delaware, DOES HEREBY CERTIFY:

FIRST: That at a meeting of the Board of Directors resolutions werc duly adopted setting
forth & proposed amendment of the Certificate of Incorporation of said corporation. declaring said
amendraerd to be advisable and calling for a meeting of the stockholders of said consideration thereof, The
resolution seiting forth the proposed is as follows:

RESOLVED, That the Certificate of Incorporation of this corporation be amended by changing the
Article(s) thereof numbered so that. as amended said Article(s) shall be and read as follows:

FIRST: The Name of the corporation is: FRONTIER LONG DISTANCE OF
AMERICA, INC.

SECOND:  That thereafter. pursuant 10 resolution of its Board of Directors. a special meeting
of the stock holders of said corporation was duly called and held. upon notice in accordance with Section
47 of the General Corporation law of the State of Delaware at which meeting the necessary number of
chages as required by staigte were voted in favor of amendment.

THIRD: That said amendment was duly adopied in accordance with the provisions uf Section
247 of the General Corporation law of the State of Delaware.

FOURTH: That the capital of said corporation shall not be reduced under or by reason of said
arnendment.

[N WITNESS WHEREOF. said has caused its corporate seal (o be hereunto affixed and this
ceviificate 1o be signed by Jeremiah T. Carr. its President & CEO. and Barbgra A LaVerdi its Assistant
Secretary. this /37~ day of ecTsel . 1994

~ ;o
By: ‘ﬁab{) Q.G / L,"‘*(J’ZQ/]‘

Barbara J. LaVérd]. Assistant Secretary

21965079443




PAGE 1

Bifice of Becretary of State

1, MICHAEL RATCHFORD, SECRETARY OF STATE OF THE STATE OF
OELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT
COPY OF THE CERTIFICATE GF INCORPORATION OF "VISIONS LONG
NISTANCE AMERICA INC." FILED IN THIS OFFICE ON THE NINETEENTH DAY
OF AUGUST, A.D. 1992, AT 5 O'CLOCK A.M.

A CERTIFIED COPY OF THIS CERTIFICATE HAS BEEN FORWARDED TO
¥ENT COUNTY RECORDER OF DEEDS ON THE NINETEENTH DAY OF AUGUST,
A.D. 1992 FOR RECORDING.

SECRETARY OF STATE
AUTHENTICATION: =3563463

DATE: 08/19/19%2




STATE OF DELAWARE
CERTIFICATE OF INCORPORATION
OF
VISIONS LONG DISTANCE AMERICA IRC.

I, (We) the undersigned, in order to form a corporation for
the purposes hereinafter stated, under and pursuant to the
provisions of the General Corporation Law of the State of
Delaware, do hereby certify as follows:

FIRST: The name of the corporation is:
VISIONS LONG DISTANCE AMERICA INC.

SECOND: The registered office of the corporation in the
Gtate of Delaware is to be located at 32 Loockerman Square, Suite
L~100, in the City of Dover, County of Kenéﬁquhe name of its
registered agent is The Prentice-Hall Corporation System, Inc.

THIRD: The nature of the business, and the objects and
purposes proposed to be transacted, promoted and carried on, are
to do any and all things therein mentioned, as fully and to the
same externt as natural persons might or could do, and in any part
of the world, viz:

To do any lawful act or thing for which corporations may be

organized under the General Corporation Law of the State of
Delaware.

Without limiting the scope and generality of the foregoing, the
corporation may engage in the following activities:

Long distance telecommunication service.



FOURTH: The total number\of chares which the corporation is

sutharized to issue is 200 shares .01 par value itemized as

SERIES NUMBER PAR VALUE/SHARE OR ARE
(IFr ANY) OF SHARES THREY WITHOUT PAR VALUE
S 200 .01 Par Value

IFTH: The name and address of each incorporator(s) is/are
an Follows: Julie Espinoza
500 Central Avenue
Albany, NY 12206

gIXTH: The directors shall have power to make and to alter
er amend the By-Laws; tO fix the amount to be reserved as working
capital, and to authorize and cause to be executed, mortgages and
tigms without limit as to the amount, upon the property and
seanchises of this Corporation.

with the consent in writing, and pursuant to a vote of the
wolders of a majority of the capital stock issued and
sutatanding, the Directors shall have authority to dispose, in
sny manner, of the whole property of this Corporation.

The By-Laws shall deternmine whether and to what extent the
acoounts and books of this Corporation, Or any of them, shall be
gpen to the inspection of the stockholders; and no stockholder
shall have any right of inspecting any account, or book, or
Aspument of this Corporation, except as conferred by Law or the
By~Laws, or by resolution of the stockholders.

The stockholders and directors shall have power to hold
rheir meetings and keep t£he pooks, documents and papers of the
eprporation outside the State of Delaware, at such places as may
ne from time to time designated by the By-lLaws or by resolution
of thne stockholders Or directors, except as otherwise required by
yhe laws of Delaware. .



iz the intention that the 6bjects, purposes and powers

d in the third paragraph hereof shall, except where

“wige specified in said paragraph, be in nowise limited or

+{eted by reference to or inference from the terms of any
sv lause or paragraph in this certificate of Incorporation,

o

Byt that the objects, purposes and powers specified in the third
agraph and in each of the clauses or paragraphs of this ‘
shall be regarded as independent objects, purposes and

PSR 5

TH WITNESS WHEREOF, I (we) have hereunto set my (our)
and sepl this 17th day of August, 1932.




PAGE 1
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{AEL RATCHFORD, SECRETARY OF STATE OF THE STATE OF

‘
Wy Ry £ FUL g .
P 44

WERERY CERTIFY VISIONS LONG DISTANCE AMERICA INC. IS

Erard

SR ATED UNDER THE LAWS OF THE STATE OF DELAWARE AND IS

YRR R T

PANDING AND HAS A LEGAL CORPORATE EXISTENCE SO FAR AS

vy o gt

aF THIS OFFICE SHOW, AS OF THE DATE SHOWN BELOW.

¥ oO% B X o2 X ¥ & X ¥

i/ngo/&,Xﬂ/Q;:Z;;z%ﬁiﬂ,\/(*

~
Michae! Ratchford, Secretary of State

AUTHENTICATION: ¥3502796
DATE:

09/17/199¢2



PAGE 1

®ffice of Becretary of State

1. ¥ICHARL RATCHFORD, SECRETARY OF STATE OF THE STATE OF

s 1%y HEREBY CERTIFY THE ATTACHED 1S A TRUE AND CORRECT
THE CERTIFICATE OF INCORPORATION OF "VISIONS LONG

"B AMERICA INC."™ FILED IN THIS OFFICE ON THE NINETEENTH DAY
a.0. 1992, AT 9 O'CLOCK A.M.
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OFFICERS, DIRECTORS, STOCKHOLDERS



Frontier Communications of America, Inc.

CORPORATE OFFICERS/BIRECTORS

The following individuals service as Frontier Communications of America, Inc.'s officers and
directars. All officers and directors may be contacted at the company's headquarters located at 180
Sently Clinton Avenue, Rochester, New York 14646

Joseph P. Clayton, Chief Executive Officer

James G. Dole, Treasurer and Director

Donna L. Reeves-Collins, Viee President

Josephine S. Trubek, Secretary

Rarbara J. LaVerdi, Assistant Secretary

Richard N. Kappler, Assistant Treasurer

James F. Mulcahy, Assistant Treasurer

Susan [. Sipperley, Assistant Treasurer

Robert L. Barrett, Executive Vice President & Director

STOCKHOLDERS

The Applicant is a wholly owned subsidiary of Frontier Subsidiary Telco, Inc., which is a wholly
enwned subsidiary of Global Crossing North America, Inc., which is a wholly owned subsidiary of
filobat Crossing, Ltd. Global Crossing, Ltd. and Global Crossing North America, Inc. are in the
srocess of selling the Applicant together with its immediate parent, Frontier Subsidiary Telco Inc.

g Citizens Communications Company.



ATTACHMENT IV

FINANCIAL INFORMATION

The Applicant possesses the financial capability to provide the requested service. The
Applicant is a wholly owned subsidiary of Frontier Subsidiary Telco, Inc., whichisa wholly
owned subsidiary of Global Crossing North America, Inc., which is a wholly owned
subsidiary of Global Crossing, Ltd. Global Crossing, Ltd. and Global Crossing North
America, Inc. are in the process of selling the Applicant together with its immediate parent,
Frontier Subsidiary Telco Inc. to Citizens Communications Company. Both before and after
the consummation of this transaction, the Applicant will be able to rely on the financial
resources of the parent, which are significant. A copy of the most recent SEC 10K filings

of Global Crossing and Citizens Communications Company are provided in this attachment.



Frontier Communications of America, Inc,

Statement of Financial Capability

The Applicant possesses the financial capability to provide the requested service. The Applicant will be able
to rely on the financial resources of its parent company, Global Crossing. and Citizens Communications
Company. which are significant. A copy of the most recent SEC 10K {iling of Global Crossing 1s provided
in this Exhibit. Excerpts from Citizens Communications Company’s SEC 10K are atso provided m this

Exhibit. Citizens Communications Company’s entire SEC 10K may be obtained by going 1o

(1) Citizens investor relations website

hnp:,//\\v'wxxuonlincproxy.com/citizens/ZOO Har/10-k.htmi or

(2) the Edgar (SEC) website

httpoiwww.see.goviArch ives/edgar/data/ 203 20/000002032001000002,0000020320-01 0000020001 .t

A review of the financial statements demonstrates that the Company possesses the necessary financial

capability. Highlights include:

Global Crossing:

2000 Revenucs: $3.8 billion
Current Assets: $3.2 billion
Current Ratio: 0.7

Total Assets: $30.2 billion

Citizens Communications Company:

2000 Revenues: $1.8 billion
Current Assets: $2.3 billion
Current Ratio: 2.3

Total Assets: $7.0 bitlion
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PART 1

In thss Annual Report on Form 10-K, “GCL" refers to Globai Crossing Ltd. and the “Company,” *Global

Crossing,” “we.” “our” and “us” refer to GCL and its consolidated subsidiaries {unless the context otherwise
FELLITCS ).

Throughout this Annual Report on Form 10-K, references to “dollars™ and *$" are to United States
dollars.

FTEA 1. BUSINESS
Introduction

Wi provide integrated telecommunications solutions over the world’s first integrated global Internet
Frotoco! (TP )-hased fiber-optic network, which will have more than 100,000 route miles. reaching four
continents. 27 countries and more than 200 major cities by mid-2001. We serve many of the world’s largest
corporstions. providing a full range of managed data and voice services. We operate throughout the Amencas,

. and Asia/Pacific regions and provide services in Asia through our subsidiary. Asia Global Crossing
WMASDAQ: AGCX).

Dur network is currently 85% complete and includes 1.7 million fiber miles. 249 points of presence in 25
countries, and metropolitan networks in 19 major cities,

Our common stock is traded on the New York Stock Exchange under the symbol “GX™ and we are
meludest in the S&P 500 index. You may visit us at our website located at www.globalcrossing.com.

Rusiness Development

Gilobal Crossing's strategy is to be the premier provider of managed broadband services to global
enterprises. We have adopied this strategy to take advantage of our extensive IP-based fiber-optic network.
Through our network we offer our customers an exceptional combination of global reach and bandwidth. In
addition, we own and operate substantially all of our network, which enables us to monitor all traffic and

thezeby optimize traffic low and respond quickly as our customers’ tefecommunication needs and demands
chunge,

Since our inception in 1997, we have executed a major network construction program and have entered
inte several strategic transactions in order to enhance our network, service offerings and position in the
marketplace. Strategic transactions prior to 2000 were as follows:

Gilobal Marine Systems:

On July 2, 1999, we acquired Cable & Wireless Global Marine, the world’s largest and most
experienced submarine cable maintenance and installation company, for approximately 5908 million. The
acgusition of this business, which we renamed Global Marine Systems Limited (*Global Marine™),
mereased our ability to control the installation and maintenance of our undersea global network on a cost-
effective basis. The acquisition also allowed us to offer our carrier customers a combination of
mamntenance, installation, and transmission services not previously available from a single provider.

Frontier Corporation:

On September 28, 1999, we acquired Frontier Corporation (*‘Frontier™) in a merger transaction
valued at over $10 billion. Frontier was one of the largest long distance telecommunications companies in
the United States and one of the leading providers of facilitivs-based integrated communications and
Internet services. At the time of the Frontier acquisition we operated our Atlantic Crossing (AC-1) cable
angd were in the process of building cables to provide services within Europe, across the Pacific Ocean and



1o Central and South America. Fronuer was in the process of completing s own 20000 made fiber opti
network within the United States. By acquiring Frontier, we obtained conmecuvity wathin North Arner
as well as integrated connectivity among our Atlanuc, Central and South Amencan, BEuropesn and Pactic
regions. Frontier's network increased our network and service capabihities and the reach of our systems.
The acquisition also provided operating systems and personnel with the experuse needed for us to make
the transition from a construction-based wholesaler of network capacity to 4 provider of value-added
telecommunications services.

Rucal Telecom:

On November 24, 1999, we acquired Racal Telecom, # group of wholly owned subsidiaries of Racal
Elecironics plc, for approximately $1.6 billion 1n cash. Racal Telecom owns one of the most extensive
fiber telecommunications networks in the United Kingdom. consisting of approximately 4,500 route miles
of fiber and reaching more than 2.000 cities and towns. Similar 1o our Frontier acquisinton. Racal provuled
a broad fiber uptic network as well as personnel and systems which were used to launch our network and
services within Europe, thereby further increasing our network capabilines and reach.

Asta Global Crossing:

The Asia Global Crossing joint venture was established on November 34, 1999, We comrnbuted to the
jomnt venture our development rights in East Asia Crossing (“EAC™). an approximately 11.000 mile
undersea network that will link several countries in eastern Asia. and our then 58% interest in Pacific
Crossing (“PC-1"), an undersea system connecting the United States and Japan. Softbank Corp. and
Microsoft Corporation each contributed $175 million in cash 10 Asia Global Crossing and together
committed to purchases of at least $200 million in capacity on our network over a three-year period.
Saftbank and Microsoft have also agreed to use Asia Global Crossing’s network in the region, subject to
specified conditions.

On October 12. 2000. Asia Global Crossing completed its initial public offering of HL.000.000 shares
of Class A common stock at a price to the public of $7.00 per share as well as the issuance of 5408
million of 13.375% Senior Notes due 2010. Net proceeds from the [PO and subsequent exercise of the
underwriters’ over-allotment option were $455 million, after deducting the underwriters’ disgount,
commissions and costs. Concurrently with the public offering. we contributed t@ Asia Global Crossing our
0% interest in Hutchison Global Crossing and our 49% interest in Global Access Limited. both of which
are described below. After ziving effect to the initial public offering and refated transaciions. Our economic
interest in Asia Global Crossing was reduced to 56.9%.

During 2000, we made an additional strategic acquisition as well as two dispositions of non-core
businesses to further enhance our offerings and refine our focus on becoming a premigr provider of
managed broadband services to global enterprises. Those transactions are as follows:

IXnet/IPC:

On June 14, 2000, we acquired [Xnet, Inc. and its parent company. IPC Communications, Inc. na
merger transaction valued at $3.2 billion. IXnet developed. built, and operates the first global Tntere
Protocol-Virtual Private Network (“TP-VPN'"} providing specialized voice and data services spectfcally
for members of the financial services community. The IXneVIPC acquisition provided us with services.
expertise, personnel. and access to a desirable customer base. In the acquisition, GCL wssued {184 shares
of its common stock for each outstanding share of common stock of IXnet and 5.417 shares of its common
stock for each outstanding share of common stock of IPC, for a total of 58.2 miltion shares of GCILL
common stock. The gross purchase price of $3.2 billion reflects a GCL stock price of $49.77 per share, the
average price during a window period encompassing February 22, 2000, the date of signing of the
definitive merger agreement, and includes long-term debt assume and the fair marker value of optons
issued by GCL. The purchase price and net Habilities assumed of $3.4 billion was allocated to goodwill
and is being amortized on the straight-line method over 10 years.
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tncunbent Local Exchange Carner:

On July 11, 2000, we entered into an agreement 1o sell our incumbent local exchange carmier
(“1LEC") business segment, acquired in the acquisition of Frontier, to Citizens Communicauons Company
for $3,650 million in cash, subject to adjustments concerning closing date liabilities and working capital
halances. We also entered into a strategic agreement with Citizens Communications pursuant to which we
will provide long distance services to the ILEC. The transaction, which is subject to hoth federal and state
regulatory approvals, is expected to close in the Summer of 2001. The disposition of the ILEC is intended
to streamline our North American operations, re-deploy capital into higher growth businesses, and refine
wur focus on building and delivering managed services to global enterprises on the Global Crossing
Network.

GilabalCenter:

1n January 2001, we sold our GlobalCenter web hosting business to Exodus Communications. Inc. for
108.2 nullion Exodus common shares, representing approximately 20.0% of its outstanding shares at the
effective time of the merger. As of that date, the value of the transaction was approximately $1.95 billion.

As part of the transaction, Exodus also committed to a 10-year netwaor

k services agreement under which it
will purc

hase from us 50% or more of all of its future network capacity needs outside of Asia. Exodus and
Global Crossing also entered into a long-term global marketing services agreement under which we will
offer Exodus’ web hosting services. In addition, Exodus and Asia Global Crossing have formed a joint
venture to provide complex web hosting and managed services in Asia. Exodus owns 67% and Asia
Global Crossing owns 33% of the new venture, which will purchase at least 60% of its networking needs
{rom Asia Global Crossing. The transactions with Exodus are intended to allow us to capitalize on the
fast-growing Internet intermediary market by providing managed broadband services to that market
without the significant investments that would be required to compete successfully in that market.

{Other Recent Developments

On January 29, 2001, we completed a private offering of $1 billion in aggregate principal amount of
0% Senior Notes due 2007. The net proceeds from the offering have been used to refinance existing
indebiedness consisting of term loans and revolving loans under our corporate credit facility.

oo
8.7

In October 2000, we repaid in full the approximately 5768 million of borrowings remaimmg outstanding
under credit facilities incurred in connection with our purchase of Racal Telecom in November 1999, The
ource of funds for the debt repayment was a new debt facility entered into by our subsidiary. Frontier
Subsidiary Telco Inc. The new facility tatals §1 hillion. has a maximum maturity of 18 months. and will remain
owstanding until the completion of our sale of the [LEC.

Concurrently with its initial public offering in October 2000, Asia Global Crossing issued 5408 million of

its 13.375% Senior Notes due 2010. Asia Global Crossing intends to use the approximately $863 million in

aggregate net proceeds from this offering and its initial public offering of common stock to build its network,

make investments in telecommunications and Internet companies and repay some of its indebtedness and for

general corporale purposes.

Business Strategy

As a result of our own network construction and our strategic acquisitions and dispositions. we have
created a petwork that offers an exceptional combination of global reach and bandwidth. Since we own and
aperate substantially our entire network, we can monitor all traffic and thereby optimize wraffic flow and
respend quickly as our customers’ telecommunication needs and demands change. Our ongoing strategy is to

maximze the value of this asset as we continue to transform ourselves from a construction-based wholesaler of

nerwork capacity 1o a value-added telecommunication services provider.
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We expect that the evolving needs of global enterprises, as well as trends in Internet traffic and
deregulation, will result in a rapid growth in demand for global bandwidth. Global enlerprises are MOVIRG oway
of their operations to network-based applications in order to obtain optimal efficiency and cost savings. These
enterprises are using networks to interact internally as well as with partners. customers and vendors. [P and
other forms of data applications are rapidly replacing traditional corporate voice networks. In addition,
deregulanon is spurring an increase in the number of carriers offering telecommunication services and therefore
requiring capacity for their networks. Internet traffic continues to grow at a rapid pace and non-U S. Internet
users now exceed U.S. users, although most of the content being accessed by users outside the U.S. is located

within the U.S. We expect demand for additional capacity to grow along with the number of Internet users and
cemtent providers.

We can provide our services on a cost-effective basis. Of the more than 100.000 miles of cable that wiil
camprise the Global Crossing Network by mid-2001. we will have constructed 75.000 miles. 20.000 miles have

seen acquired from Frontier, and the remaining 6.000 miles have been acquired through other acquisitions of

jotnt ventures. Our network uses advanced architecture based on dense wave division multiplexing (DWDM ™
and packet switching technologies. resulting in far greater bandwidth and fewer netwark components than tha
associated with Jegacy networks. In addition, the network acquired in the Frontier transaction was purchased at
4 low cost after taking into account the anticipated sale proceeds of $3,650 million for the [LEC and the value
realized by Global Crossing in the GlobalCenter transaction.

The “last mile” links to our network are local loop circuits. These circuits allow our network o re
buildings in which our customers are located. We can arrange local loop service to any of our points of
presence {"PoPs”) either through the local exchangs carrier or via our own fiber optic local loeps. which are
Joeated in 19 major cities in the United States, Europe and Asia. We have plans to build an addinonal 21 such
Netro Networks in the United States, Europe, Latin America and Asia in 2001. These Metro Networks speed
ap provisioning and enable us to deliver higher overall reliability since they give us end-to-end contral over the
nerwark. In addition, Metro Networks facilitate the provision of advanced features and services. such as Gigabut
Erhernet connections, which would not be possible in a legacy petwork environment.

ach the

Services
General
We provide services in two principal segments. Our telecommumnications services segment offers a vanety
of integrated telecommunications services through our global fiber optic netwark as well as systems aceured
from our mergers and acquisitions. Our installation and maintenance services segment, consisiing of our Global
Marine business, installs and maintains undersea fiber optic cable systems for carrier customers wotldwide.

Telecommunicarions Services

We pravide a variety of integrated telecommunications and IP-based services designed to meet the
communications needs of large, global enterprises, as well as telecommunication carniers, with bandwidth-
intensive applications and international requirements. We provide domestic and internationat data and voice
services, Internet-based services. structured be

indwidth services and other communications services, including
the following:

.

Broadband Services:  Point-to-point digital connections, including private line and wavelength
services as well as IRUs (indefeasible rights of use). Payment for purchases of capacity or dark Hiber
(i.c.. optical fiber that has not been equipped with the electronic components necessary for
welecommunications transmission) is typically made in advance of activation. although 1 some cases
a customer's payments are made in installments over two 1o four vears, For shori-term broadband
services, customers are typicaily billed on a monthly basis.
» Virtual Private Network (“VPN");  Customizable voice and/or data network solutions in which cur
customers create a private network within the Global Crossing Network, without the need to purchase
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dedicated pnivate facilities to and from each of their locations. Customers have the flexibliny 1o
change capacily requirements between ponts and otherwise to reconfipure their VPNs over nme.

Frata Services:  Asynchronous Transfer Mode ("ATM™) and Frame Relay services.

Viice Services:  Switched and dedicated outbound voice services for local, domesnc. and
imernatonal waffic for the commercial and wholesale markets. mcluding additional features such as
toll free and call center services.

«  Conferencing Services:  Audio, video and Web-based conferencing services.
t
[nzernet Access:  Direct connections to the Internet.

< Memre Services:  Intra-city SONET or SDH rings carrying on-net access circutts. with metro private
lines and dedicated customer networks scheduled o become available later in 2001,

Web Hosting Services: A variety of data content distribution services. complex Web content and
apphcation hosting services. and consulting and professional services, all of which we can offer
through cur co-marketing arrangement with Exodus Communications. Inc.

Instebaston and Maintenanee Services

{yur cableships and subsea engineering division, Global Marine, operates the largest fleet of cabie laying
amd mantenance vessels in the world, currently comprising 23 cable ships. three installation barges and 22
submersibie velcles. Dunng the vear 2000, Global Marine laid and, where appropriate. buried more thin

1 (6 miles of cable. Global Marine also maintains more than a third of the world's submarme cable i terms
of tengih,

CHobal Manne's maintenance business is centered around cable system security. Despite optimum route
planmung and installation, cables are sometimes damaged on the seabed. The maintenance cable shap must B
able to retrieve a partially buried cable down to two thausand meters as well as retrieve and repair a cable from
the furthest ocean depths. With cable in water depths of up to mine thousand meters. the cable ship s a

specmlized vessel designed to operate continuously in the extreme weather conditions found in the major cable
routes around the world.

Global Marine’s installation business is dependent on the number of submarine telecommunication cable
systems annually installed worldwide. Such systems traverse many Types of seabed, including active continental
shelves, flut deep-water abyssal plains and mountainous oceanic ridges. The objective when installing cable is
1o deploy it in such a way as to minimize the risk of damage to the cable either from external threats or from
natural wear effects caused by ocean currents and tides. The cable can either be buried into the seabed if

protection is required from threats such as fishing and anchoring or it can simply be laid across the surface of
the seabed,

Discontinued Operations

The discontinued operations referred to in the financial statements included in this Annual Report on Form
10K are comprised of our GlobalCenter web hosting subsidiary. which we sold to Exodus in January 2001,

and our ILEC business segroent, which we expect to sell to Citizens Communications in the Summer of 2001
pursuant to the stock purchase agreement dated July 11, 2000.

Prior 10 the sale to Exodus, our GlobalCenter subsidiary offered a combination of digital distribution

services, server co-location, equipment sales, consulting services and professional expertise aimead at supporting
customers' lnternet operauons.

Our [LEC business segment comprises one of the largest Jocal exchange service providers in the United
Suates. This segment consists of 34 regulated telephone operating subsidiaries in 13 states. serving in excess of
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one million access lines. Such services are marketed under the name Frontier Teleptone. a Fronuer
Communications Company. The local exchange carriers provide local, toll, access and resale services. seh,
install and maintain customer premises equipment; and provide directory services. Our ILEC business segment
excludes local services provided by our subsidiaries authorized as competitive local exchange carners
("CLECs"), which services are included in our telecommunications services segment. Generally speaking.
ILECs tend to be the original provider of local exchange service in a given area and. accordingly, receive a
greater degree of regulation than do CLECs and other carriers.

Sales and Marketing

Our business strategy includes focusing our sales and marketing efforts towards global enterprises. W
believe that IP-based solutions including virtual private networks (“VPNs"y and voice over IP (“VolP 7y will
be the fastest growing sector of the estimated $130 billion global data market in 2003. As a result, our sales
and marketing activities are targeted toward companies requiring significant data and broadband services dug
global presence and the nature of their operations. We intend to focus our sales effort on offering appropriately
railored services to approximately 7.500 global enterprises within seven newly defined sales channels.

The sales channels we are focusing our ongoing sales and marketing efforts on are a5 follows:

«  Carrier Markets. We offer telecommunications carriers a fiber optic network providing an
exceptional combination of global reach and bandwidth. Our more than 100,000 nule fiber eptic cable
network is 83% complete and is expected to become fully operational in mid-2001. As an owner andk
operator, we offer carriers a broad range of services at a fow cost and the ability o tatfor needs based
on geographical demands of the customer. For example. a carrier may experience a change in
geographical demand, which will require the routes used by the carrier to be reassigned. Because we
own and operate a global network, we can reassign the routes used by the carmer without any loss to

the carrier's investment. There are approximately 1.000 carriers in this approximately $30 bithon
market.

Financial Markers.  The financial services market is an approximately $104 bithon market which
represents approximately 20% of worldwide business network expenditures. IXnet, wineh we
acquired in June of 2000 and subsequently renamed Global Crossing Financial Markets. developed,
built, and operates the world's first IP-VPN network specifically for the financial services community.
Global Crossing Financial Markets' network is a single, secure environment in which electranic
trading, market data. and siraight-through processing can be transmitted. Global Crossing Financial
Markets' customers include some of the largest members of the financial services commurnity, whick
is comprised of approximately 2.000 strategic accounts.

« Media and Entertainment Markets.  Content creavon within the media and entertainment industry 18
transitioning from current methods to digital producton. online rendering, digital animation, and
digital special effects. The Federal Communications Commission has mandated digital broadeasts by
2006. The distribution channels of the industry will have to move extremely large data files. which
they are not currently prepared to do on an efficient and cost-effective basis, We believe this industry
will require large amounts of capacity in order to transition into the world of digital production.
Furthermore, since a single production requires the coordinated services of many disparate enterprises
and significant content distribution channels, we belicve the media and entenamment industry could
take advantage of an extranet similar to that bt by Global Crossing Fimancial Markets for the
financial services community. We plan on entering this market in its formative stages angd have
turgeted approximately 1,500 strategic accounts.

- NewuGen Markets.  Our focus on the NextGen market leverages our broadband network to help us

capture a greater share of the market for Intemet, intermediaries such as Internet service providers

(“ISPs™) and application service providers (“ASPs™). Since it 15 less expensive for these
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intermedianes to outsource than o build a network, we believe the members of this market will
increasingly look to integrated telecommunicatons providers to fulfill their broadband requirements.
in connection with the sale of GlobalCenter, we entered into an agreement with Exodus. an Internet
hosting company. in which Exodus and Global Crossing will co-market each other’s services.
Furthermore. Exodus will purchase at least 50% of its network services outside of Asia from Global
Crossing, and at least 60% of its network services in Asia from Asia Global Crossing. There are
approximately 1,000 companies in this market.

MNC Markets. We include in this sales channel all giobal enterprises which do not fall imo one
the four categories listed above. We are pursuing this approximately $238 billion market with a
specialized sales force knowledgeable in the managed broadband needs of mulunational corporations.
We have standardized and tailored a specific set of services for these companies. Furthermore, we are
entering Into strategic partnerships with members of the information technology
community whereby Global Crossing and our partners co-market Global Crossing’s services as part
of an integrated IT outsourcing recommendation. We have targeted approximately 2.000 strategie
accounts within this sales channel.

of

(1T consulting

Government Markers.  Government organizations represent a significant market for the provision of
managed broadband services. The combined government market in the United States and Europe 18
approximately $13 billion. Government operations are well suited for an IP-VPN., which can enable
government employees to access secure information. data services, voice services, and the Internet
throogh a single connection. The Company has created such a network for the Erotish government by
connecting all British embassies worldwide through an IP-VPN.

Handwidth Markers.  The trading of bandwidth via trading desks and brokers 1s a new industry
plienomenon, While this market is still in its formative stages, we believe bandwidth trading will
develop into an important sales channel for some of our services in the future. In addition. the
knowledge we gain from pursuing this sales channel should assist us in formulating more creative
pricing packages for our customers, including futures and options. For example. through this group
we can develop offerings to provide users of leased lines the opportunity to purchase services from
Global Crossing at a future price before their current contract with another carrier expires. This will
provide our customers with immediate cost savings and will reduce provisioning issues by increasing
installation lead-time.

In 2000, we announced the formation of Global Crossing Solutions. During the past severs} years, many
global enterprises have been investing substantially in building IT systems iw order to remain competiitve in the
growing world of e-commerce and the Internet. Although these firms must compete globally. their networks are
often comprised of disjointed and regionally based systems that provide the user minimal control over the
overall svstem and its waffic. Problems that occur on the network are extremely difficuit to isolate since the
responsibibity for such a fragmented nerwork 1s spread among various providers. Our Global Crossing Solutions
group has identified the opportunity to be a single source provider of complex global outsourcing across all of
sur sales channels. The development and adoption of “e-business™ applications has created a demand for

miess, global networks. The Global Crossing Solutions group provides telecommunications solutions that are

intended to enable global enterprises to maximize the value of their e-business applications by providing the
fedlowing:

-

An integrated global fiber opric nerwork.  We are a single point of responsibility for the installation,
maintenance and operation of services and equipment over our network.

Ability to focus on core competencies. By alleviating our customers’ need to invest in and maintain

new networks and systems, our customers can focus on their core competencies in operating their
businesses.

Reduce capital expense and operating costs. By alleviating our customers’ need to invest in and

maintain new networks and systems, our customers are also able to reduce their capital expenditures
and operating costs.



Minimize risk of changing rechnologies. By outsourcing their needs through us. our CUsiomMers Can
minimize their risk of technological obsolescence.

«  Competitive pricing.  Since we own and operate substantially our entire network. we do not have to
buy or lease significant capacity to provide these services. As a result, we are able to offer our
services on competitive terms.

The Global Crossing Network

The Global Crossing Network has been engineered from conception to be a state of the art
telecomimunications network providing seamless, broadband, elobal city-to-city and business-to-business
connectivity through a combination of subsea cables, national and international networks and metropolitan
networks with connections 1o points of presence in major cities throughout the world. This high capacity fiber
optic network enables us to offer an extensive line of Internet. data. and voice services to telecommunications
carrers and business customers around the world.

As currently planned, our network will extend over 100,000 route miles to connect over 204 major
metropolitan cities in 27 countries. In addition, we have connected to the network local access nugs in 19
nuor cities in the United States, Europe and Asia and plan to do so in an additional 21 cities m the United
Srates, Furope, Latin America and Asia in 2001

The Long Hawl Nenvork

The fiber optic cable systems that we have deployed connect, on an integrated basts, over 200 mujor
metrapelitan markets in 27 countries on four continents. Our network is 85% complete and includes 1.7 milhion
fiber miles. 249 points of presence in 25 countries. and metropolitan networks in 19 major cities. The following
are the in-service systems currently comprising the long haul portion of the Global Crossing Network:

- Atlantic Crossing-1 and Atlantic Crossing-2. together referred to as “AC”, undersea cable systems
integrated in a multi-ring network architecture and together spanning approximately 13.200 route miles
and connecting the United States with Europe:

—-North American Crossing, referred to as “NAC™, an approximately 20.000 route mile terrestrial $ystem
connecting major cities in the United States:

—Pan European Crossing, referred to as “PEC™. an approximately 11.000 route mile primarily terrestrinl
system connecting major European cities to AC:

~-Global Crossing United Kingdom, referred to as “GC UK.” an approximately 4.650 route mile
terrestrial network in the United Kingdom operated in conjunction with PEC;

—Mid-Atlantic Crossing, referred to as “MAC™. an approximately 4,700 route mile undersea system
connecting the eastern United States and the Caribbean;

-~PAC. an approximately 6.000 route mile pnimarily undersea system connecting the western United
States, Mexico, Panama, Venezuela and the Caribbean;

—Mexican Crossing, an approximately 2,200 mile terrestrial system connecting Mexico City, Guadalajara,
Mazatlan and Monterrey;

—Pacific Crossing. referred to as “PC-1". an approximately 13.000 route mile undersea system
connecting the United States and Japan:

—Clobal Access Lid.. referred to as “GAL”. an approximately 1.200 route mile terrestrial system
connecting a number of major cities in Japan to PC-1: and

Hutchison Global Crossing. referred to as "HGC", an approximately 450 route mile terrostrml network
i Hong Kong. connecting 10 East Asia Crossing.
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The following syslems are in varying stages of development:

—South Amencan Crossing. referred to as “SAC™, an approximately 10.600 mile undersea and terrestnial
systemn that connects the South American continent to the rest of the Global Crossing Network via MAC
and PAC. Segments of SAC connecting Brazil and Argentina to the rest of the Global Crossing Network
were completed in the fourth quarter of 2000, The entire system is scheduled 1o become operational in
the second quarter of 2001;

—Trans Andean Crossing, referred to as "TAC,” an approximately 1,600 mile terrestrial system
connecting Las Toninas, Buenos Aires. Rosario, Cordoba, Mendoza, Santiago and Valparaiso.

——East Asia Crossing, referred to as "EAC”, an approximately 11,900 mile undersea system that connects
PC-1 from Japan with landing sites in Hong Kong and, later in 2001. Taiwan and Korea. In addition,
EAC is expected to connect the Philippines, Singapore and Malaysia by the first half of 2002 and, if and
when regulations permit, China; and

—~-Digitel Crossing, Asia Global Crossing Taiwan, Dacom Crossing and Starhub Asia Global Crossing.
backhau! and/or terrestrial networks in the Philippines, Taiwan, Korea and Singapore. respectively.
These systems are scheduled for completion to support the related subsea systems.

Although most of these fiber optic cable systems are wholly owned, some are being developed and
opermed through joint ventures with one or more partners. Specifically, we are constructing parts of the
terrestrial portion of SAC through joint venture arrangements, and terrestrial connectivity to PAC in Mexico is
theough a joint venture. In addition, we have an approximately 56.9% economic interest in our Asiz Global
Crossing subsidiary, which in turn has a 100% interest in EAC, a 64.5% interest in PC-1. a 50% interest in
HGE, a 49% interest in GAL, a 60% interest in Asia Global Crossing Taiwan, a 49% interest in Dacom
Crossing, a 50% interest in Starhub Asia Global Crossing and a 40% interest in Digitel Crossing.

In addition 1o developing the above systems, we have been selected to provide marine operations and tw
act as project manager of Africa ONE., an estimated $1.6 billion cable system consisting of a self-healmyg ring
around the continent of Africa. However, we do not intend to make an equity investment in this systerns.

Our long haul telecommunications network is monitored 24 hours a day. seven days a week by a
combination of our global network operations center and our four regiona) operating centers. The global
nerwork operations center is located in London, England and performs worldwide monitoring and network
management for the subsea systems. Regional operations centers are located in Detroit, Michigan: London,

England; Mexico City, Mexico: and Tokyo, Japan and provide monitoring and maintenance of

the tervestrial
networks.

Oyur six customer service centers serve as the primary interface for customer order receipt. service delivery
srder management and billing operations. These centers are the entry point for launching work orders that
result in the activation of customer service via work centers throughout the Global Crossing Network. European
orders are handled by our customer service centers in Glasgow, Scotland and in London, England; North
Ameriean orders are handled by our Detroit, Michigan service center: Latin American and Caribbean orders ate
handled by our Miami, Florida service center; and Asian orders are handled by our service center in Tokya,
Japan. In addition, we have a global service center in London, England that serves as the single point of contagt
for our largest customers for worldwide maintenance referrals. In April 2001, we expect to open a global
customer care center in Montreal, Canada to provide a single point of contact for our serv

ices globally with
multi-skilled and multi-lingual technicians to work maintenance referrals and to provide status on provisioning
grders and billing inquiries.



The Metropolitan Network

In order to extend Global Crossing’s network reach to the customer doorstep, we conniect the Clobal
Crossing Network to local exchange carriers in each city where Global Crossing has a point of presence. In
addition. we are building or acquiring our own city networks in several major cities 1n which we have a point
of presence, starting with the major business centers of North America and Europe. We have completed rings m
11 North American cities, four European cities and four Asian cities. During 2001, we intend to undertake a

= e

similar development program in an additional 21 cities in Europe. North America. Latin America and Aswa,

We previously entered into an agreement with Telergy, Inc. under which we have acquired 96 strands of
fiber throughout the New York area on Telergy's 100-mile New York City network. In addinon, the agreement
provides us with an ownership position in Telergy and representation on its board of directors. Global Crossing
and Telergy have also agreed to explore co-build opportunities in the northeastern United States and to sesk o
atilize the Telergy network as needed for redundancy and termination of Global Crossing waffic in certiin
areas,

Our merger with 1Xnet in June 2000 resulted in the acquisition of points of presence in 38 countries, aver
1,500 customer access nodes, and connectivity to trading systems on over 100.0006 customer desktops, We
believe this acquisition significantly enhanced our strategy to provide connectivity not only building-to-
building, but from customer premises to customer premises globally.

Principal Customers

Within our primary sales channels, we have numezous customers that we service. In our Carrier Markets
chiannel, we provide capacity for some of the largest telecommunication carriers. Our Financial Markets
channel provides service to over 1,200 financial services firms worldwide. We offer them managed voice wd
data services as well as financial content distribution services. Our MNC Markets channel provides various
managed broadband services to large multinational corporations in various industries. Our Government Markets
channel provides telecommunication services to government municipalities and agencies.

Principal Suppliers

Our principal suppliers are the companies that are constructing the uncompleted segmenis of the Global
Crossing Network. We utilize multiple suppliers for terrestrial systems. We also utilize multiple suppliers to

procure equipment for our network, including muliplexing equipment, packet routers and switches. and network
management servers.

Competition
Telecommunications Services

The telecommunications industry is highly competitive. Many of our existing and potential competitors,
particularly in our elecommunications services markets, compete with greater financial, personnel, marketing
and other resources, and have other competitive advantages.

The telecommunications industry is in a period of rapid technological evolution, marked by increasing
fiber and satellite transmission capacity, new technologies and the introduction of new products and services.
For instance, recent technological advances enable substantial increases in transmission capacity of both new
and existing fiber, which could affect capacity supply and demand. Also. the introduction of new products or
emergence of new technologies may reduce the cost or increase the supply of certain services simmilar to those
wie provide,

High initia) network cost and low marginal costs of carrying long distance traffic have led to a tend
among, non-facilities-based carriers to consolidate in order 10 achieve economies of scale. Such consolidation
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could result 1n largen betier-capitalized competitars However, we believe that owning our owin network will
affer an advantage over carriers that lease network capacity.

Increased consolidation and strategic alliances in the industry resulting from the Telecommunications Act
of 1996 the “Telecom Act”) have allowed significant new compettors to enter the long distance industry,
weluding tocal exchange carriers such as Verizon Communications which were previously prohibited from the

aeer-state market These TLECs have the advantages of network concentration and significant existing customer

-
Drivas.

A5 a result of the expansion of our business into IP services, we also compete with a wide range of
sompanies that provide Internet access and other IP products and services. Significant competitors include IBM,
Vprzon Commurications and UUNet (a subsidiary of WorldCom, Inc.). In addition, many smaller companies
have entered the market for web-based services.

tn recent years, competition has increased dramatically in all areas of the telecommunications services
raarket. Our primary competitors include AT&T, Sprint, WorldCom and foreign PTTs, all of whom have
extensive expenence in the long distance market. In their local markets. the PTTs have the advantages of
metseotk concentration, significant existing customer bases and, in many cases. regulatory protection from
umpelition,

In sddition to the above providers, we have other competitors including Flag Telecom. 360networks. Level
5. Williams, Owest, KPN Qwest and TyCom Lud. which are horizontally integrated companies delivering

sandwadib-enabled services worldwide on newly built of to-be-built networks.

The routes addressed by our sysiems are currently served by several cable systemns as well as satellites. In
idgion, cach of our routes faces future competition from several other regional and global systems being
choped by consoria of major telecommunications carriers. by PTTs, by the horizontally integrated
wantes mentioned above or by other competitors.

o

Instaflation and Maintenance Services

Although Global Marine 1s the world's leading independent marine services company to the
ielecommiunications industry, it faces potential competition from both existing market participants and potential
new entrants. There are currently two major system supply companies in the subsea cable industry: TyCom and
Alestel Submarine Networks. In March 2001. Global Marine signed a strategic alliance with NEC to supply
miarme services as part of an integrated supply package. The alliance will provide customers with a fully
egrated solution for the design, supply and installation of submarine telecommunications networks globally.
Hoby Marnne will connnue 10 provide services 1o customers who wish to do business outside of the alliance.

Hegulation

Oygr submarine and ferrestrial fiber optic cable systems and telecommunications services are subject o
repulation at the federal, state, and local levels in the United States, as well as regulation by regulatory agencies
i the vanous foretgn countries in which we have facilities or operations.

REGULATION IN THE UNITED STATES

Ty the extent that the following discussion of regulation of our businesses in the United States relates to
~ business segment, we note that this segment has been reclassified as discontinued operations pending
on of the snucipated sale of this segment 10 Citizens Communications.
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Federal Regulation

The Federal Communications Commission (“FCC™) regulates the interstate and internatonal
whgcommunications facilities and services of telecommunications comion carriers. Specifically, common
carners must comply with the requirements of the Communications Act of 1934. as amended by the Telecom
Act. Implementation of the Telecom Act 1s subject to various federal and state rulemaking and judicial

prescedures: therefore, the effects of the Telecom Act on us cannot be accurately predicted.

We have obtained authority from the FCC to provide international relecommunications services as a non-
dominant carrier on a facilities-based and resale basis, We also have obtained cable landing licenses that permut
us to land and operate submarine cable systems in U.S. territory. Domestically. our subsidianes provide local

vices as authorized CLECs in 34 states (including Washington D.C.). Other subsidiaries are certificated as
H.ECs 1o 13 states.

The scope of our activities in the United States makes us subject to varying, and sometimes conflicting,
repuiation. We are treated as non-dominant for our interstaie and international operations. For local exchunge
services, some of our subsidiaries are treated as ILECs and others as CLECs. Generally speaking, the FCC
imiposes a greater degree of regulation on ILECs and other dominant providers and less regulation on CLECs
and other carriers without market power, The issues discussed below may have positive effects on certain of

our subsidiaries and negative effects on other subsidiaries, and, thus, the net effect on us cannot be accurately
precicted,

The intent of the Telecom Act is to increase competition in the U.S. telecommunications market. To
achieve this goal, the Telecom Act seeks to open local access markets to competition by requiring ILECs to
permit interconnection to their networks and imposing various other obligations on them.

Interconnection.  In August 1996, the FCC released its First Report and Order on interconnection, which
extablished rules for the implementation of the Telecom Act’s obligations. In July 1997, the U.S. Circuit Court
of Appeals for the Eighth Circuit vacated portions of the FCC's decision. On January 23, 1999, the United
States Supreme Court reversed, and affirmed the FCC's authority to promulgate rules governing pricing., found
that the FCC had authority to promulgate a “pick and choose” rule for interconnection, and upheld most of the
PCC's rules governing access to unbundled network elements. The Court remanded to the FCC the issue of
which network elements must be unbundled by ILECs, On remand, the FCC retained most of its oniginal list of
nerwork elements to be unbundled, but eliminated the requirements that ILECs provide unbundled aceess to (i)
focal switching for customers with four or more lines in the most densely populated parts of the top 30
Metropolitan Statistical Areas, (il) operator services, and (iii) directory assistance. The rules governing the
pricing, terms, and conditions of interconnection agreements remain unsettied, and the scope of our
interconnection rights and obligations, both as an ILEC and a CLEC, may change in ways that are not
foreseeable. On July 18, 2000, the United States Court of Appeals for the Eighth Circuit vacated certain of the
FCC's remaining regulations, in part, holding that the FCC could not require the states to use a pricing
methodology, based upon an efficient, hypothetical ILEC network and could not require ILECs to combine
previously uncombined network elements. On January 22, 2001, the Supreme Court agreed to review the
Eighth Circuit's ruling. A decision by the Supreme Court is not expected until 2002.

Unbundling and Collocation.  In March 1999, the FCC required ILECs to offer unbundled loops and
collocation on more favorable terms than were available previously. The FCC order permitted collocation of
zquipment that can be used to provide advanced data services, such as Digital Subscriber Line services, and
requires ILECs to permit “'cageless™ collocation by CLECs. The FCC order was vacated in pant by the D.C.

Cireuit in March 2000, and the FCC is currently re-examining what equipment [LECs must allow CLECs to
callozate in ILEC central offices.
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Universal Service,  The Telecom Act required the FCC to restructure the manner in which universal
sepvice fund payments are established and distributed, and the FCC has significanily expanded the federal
mmversal service subsidy regime to include low-income consumers. We are required to conutbute to these
programs based on our interstate and international revenue from end-user telecommunications services.
Contribution rates change quarterly. Currently, the contribution rate is 6.6827% of interstate and mtemational
end-user elecommunications revenue, We are unable to specify the amount of any universal service
contributions that we will be required to make in future years.

Reciprocal Compensarion.  Under the Telecom Act, a local exchange carrier that terminates calls to
customers on its network is entitled to be compensated by the local exchange carrier of the onginating
gustomer. Some ILECs have taken the position that compensation is not owed for inbound calls to ISPs on the
zrounds that this type of waffic is not local and, thus, not covered by the terms of existing interconnection
apreements. As a result, some JLECs have threatened to withhold, and in some cases have withheld.
compensation to CLECs for such calls. The FCC has, in several related proceedings, requested comments on
the rules that it should adopt to govern compensation for ISP-bound traffic. On February 26, 1999, the FCC
subed that ISP rraffic was junsdictionally interstate. although it also held that it would not disturb existing
mrconnection agreements that called for the payment of reciprocal compensation on ISP-bound traffic. On
March 24, 2000, the United States Court of Appeals for the District of Columbia Circuit vacated the FCC's
order and remanded the matter to the FCC for future proceedings. We cannot accurately predict how the FCC
wili rule or what impact that rule may have on future interconnection negotiations,

As an ILEC in New York, we currently are required to pay significant reciprocal compensation payments
fiar inbound calls to ISPs. The state public utility commissions (“"PUCs™) of Alabama, Florida, Georgia,
Indiana, Ohio, Pennsylvania, linois. Michigan, Minnesota and Wisconsin. states in which we also operate
ILECs, also have concluded that reciprocal compensation, based upon somewhat differing formulas, is owed for
I5P-bound calfs. Any reciprocal compensation payments in those states are not material to our operations. In
addition, legislation has been introduced in the U.S. Congress that would ban reciprocal compensation for calls
10 I5Ps. We cannot predict whether this legislation will pass as currently proposed or the effect of its pass
on our payment or receipt of reciprocal compensation payments.

Access Charges. Our costs to provide long distance services and our revenue {rom providing local
servives wre affected by ongoing substanual changes in the “access charge™ rates imposed by ILECs en long

distance carriers for origination and termination of long distance calls over local facilities.

The increased pricing flexibility of “'price cap ILECs” (i.e. ILECs subject to the FCC's access charge
price cap rules), such as our Frontier [LEC subsidiaries, may have an adverse impact on our interstate access
costs if not properly implemented by ILECs and enforced by the FCC, but could also make it easier for price
cap ILECs 10 offer reduced access charge rates in markets subject to competition. The FCC is continuing to
examine further access charge changes, including granting further pricing flexibility to price cap ILECs.

Tariffing and Filing Requirements.  Effective January 31, 2001, the FCC detariffed interstate services,
gxeept for mass market services. This action requires us to enter into individual contracts with our customers or
determune another manner to advise them of the prices, terms and conditions of our interstate services.
Desariffing of mass market services is currently scheduled to become effective on July 31, 2001. The FCC is
currently considering whether to detariff international services. The FCC also imposes reporting and filing
reguirements on non-dominant carriers. We must file periedic reports regarding our interstate and international
cirguts and the deployment of network facilities. Traffic and revenue reports and universal service contribution
werksheets also must be filed. Carriers also must obtain prior approval from or give notice to the FCC of
zenam transfers of control and assignments of operating authorizations. as well as certain affiliations with

torergn carriers. In addition, certain operating and services agreements with dominant foreign carriers must be
filed with the FCC,
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Submarine Cables. In connection with the construction and operation of our submarine cable systems,
we have obtained cable landing licenses for the AC-1, PC-1, MAC, PAC and SAC systems. These licenses give
us authority to construct and land our submarine cables in the United States. In each case, the license permits
the operation of the cable on a non-common carrier basis. Each of our cable landing licenses is valid for a

period of 25 years from its grant. We are subject to various FCC reporting and filing requirements as the result
wf our holding of these cable landing licenses.

State Regulation

In addition to regulation by the FCC, the intrastate services of each of our local telephone service
companies are regulated by the PUCs of the respective states in which each subsidiary operates with respect 1o
such issucs as prices, service quality, the issuance of securities, and the construction of facilities. To provide
mtrastate services, we generally must obtain a certificate of public convenience and necessity from the
sppropriate PUC and comply with state requirements for telecommunications utilities. The level of regulution
imposed by state PUCs varies. Generaily, however, ILECs are regulated more heavily than competitive
providers. Our subsidiaries are certificated as 1LECs in 13 states: New York, Alabama, Florida, Georgia,
Hlinois, Indiana, lowa, Michigan, Minnesota, Mississippi, Ohio, Pennsylvania, and Wisconsin. Other
subsidiaries provide competitive local services in 34 states (including Washington D.C.}.

A number of states in which we have local or long distance operations are conducting proceedings velated
to the mies under which carriers may operate in an increasingly competitive environment. The issues that the
PUCs are examining include unbundling of local network elements, local interconnection obligations. dialing
parity for intra-LATA (or short-haul) tol} traffic, local number portability, resale of local exchange service and

uhiversal service. We cannot predict how these proceedings will ultimately be resolved. nor when decisions will
b issued.

Open Marker Plan,  Our Frontier subsidiary in Rochester, New York began its seventh year of operations
under the Open Market Plan in January 2001. The Open Market Plan promotes telecommunications
competition in the Rochester, New York marketplace by providing for (i) interconnection of competing local
nerwarks inciuding reciprocal compensation for terminating traffic, (ii) equal access to network databases, (i)

nsecess 1o local telephone numbers, (iv) service provider telephone number portability, and (v) certain wholesale
diseounts to resellers of local services.

During the operation of the Open Market Plan, we are regulated under pure price cap regulation rather
than rate-of-return regulation. Planned rate reductions of $21.0 million (the *'Rate Stabilization Plan™") have
been implemented for Rochester area consumers, including $19.5 million of reductions that occurred through
2000, and an additional $1.5 million which commenced in January 2001, Rates charged for basic residential
and business telephone service may not be increased during the seven-year period of the Plan. We are allowed
1o raise prices on certain enhanced services such as Caller ID and call forwarding.

On August 25, 1999, the New York State Public Service Commission (“"NYSPSC™) solicited comments
regarding our Rochester local exchange subsidiary's financial condition, earnings and service quality,
eompetition in the Rochester market, and the terms and conditions of the Open Market Plan. Settlement
discussions in this NYSPSC proceeding resulted in a Joint Proposal for Open Market Plan Continuation and
Modification (the “Joint Proposal™), which was approved with some modifications by the NYPSC on March
365, 2000. Under the approved Joint Proposal our Frontier ILEC subsidiary i New York will (i) remain under
“price cap” regulation through 2002 {(and possibly for an additional two years); (ii) be required to improve
specified elements of service quality and to offer certain additional services: (iil) be subject to increased
potential penalties related to service targets; and (iv) be required to lower certain residential and commercial
service rates. The impact of the Joint Proposal will not have a material adverse effect on Global Crossing as a
whole. The NYSPSC also has issued orders on other regulatory issues that affect our New York Frontier
subsidiaries, related to service quality, staff allocations, prov 'sions, and relations with other carriers.



end Fobov, The Open Market Plan prohibited the payment of dividends by Frontier Telephone of
Clne (UFTR ) to Global Crossing North America, Inc. (“GCNA™) if (i) FTR's senior debt is

b s "BBERT by Standard & Poor’s (“S&P™), or the equivalent rating by other rating agencies, or is
zeestit wateh for such a downgrade, or (ii) a service quality penalty is imposed under the Open

;. Drvidend payments to GCNA also require FTR’s directors to certify that such dividends will not
s setvice quality or its ability to finance its short and long-term capital needs on reasonable terms.

199 FTR achieved the required service levels, but a previously imposed temporary restriction on
pavenents from FTR to GCNA remained in place until the NYSPSC was satisfied that FTR's service
menstrated that FTR had rectified the service deficiency. In addition, on June 2, [999. Moody's and
wed FTR's senior debt ratings from A1/AA- 1o Baa2/BBB, respectively. These raungs actions

# of the announced merger between Frontier and Global Crossing, and did not reflect any change in

semiber 22, 1999, S&P downgraded FTR's senior debt rating to BB+ and. on January 18, 2000,
tedps downgraded FTR's senior debt rating to A. Both rating agencies stated that their actions
thear views that a large separation in ratings could not be maintained between an operating subsidiary
sent. v order 1ssued October 18, 2000, the NYPSC eliminated from the Open Market Plan the
dividends binsed on debt ratings and indicated its satisfaction with FTR's improvements in service
FER has therefore resumed the payment of dividends.

Loval Reguiation

Chr activities also are subject 1o local regulation, including compliance with franchise obligations,
e endes, and looal licensing requirements. Such regulations vary widely by jurisdiction. To construct and
rasmrsaion facibities, we may need to obtain rights-of-way over public and privately owned land.

NATIONAL REGULATION

sstrpcton and operation of telecommunications networks and our provision of telecommunications
s forstgn countries require us to obtain a variety of permits, licenses, and authorizations in the
errse of business, In additon to telecommunications licenses and authorizations, we may be required
srviroranental, construction, zoning and other permits, licenses, and authorizations. The construction
pevtion of our facilities and our provision of telecommunications services may subject us to regulation in
 eommries ap the national, state, provincial, and local levels.

Eyrope

I enmnection with the construction and operation of the PEC network, we have obtained
seqppignicaiions Heenses in all nations where authorization is required for us to construct and operate

5 of provide services, We expect Lo obtain additional telecommunications licenses and authorizations in
Hurepe s the ordinary course of business.

Ouy aeuvitios in Europe are subject to regulation by the European Union and national regulatory
ftrgs. The level of regulation and the regulatory obligations and rights that attach to us as a licensee in
ey vary. In all countries, we, as a competitive entrant. are currently considered to lack significant
ar (CSMP'Y, which generally subjects us to less regulation than providers that are deemed to
MP. As we complete construction of the PEC network and begin providing services in Europe, we
ate that the regulwory obligations imposed on us will increase. In addition, we may be required to
many of the “local competition” issues that we face as a competitive provider in the United States,
s merconpection, collocation, unbundling, reciprocal compensation, and resale. The laws and regulations
smbar Stues of the BEU on these issues vary. The European Commission and various of the Member
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¢ npened or concluded public consultations relating to these and other “local competition” issues.
predict what decisions will be made by the EU and the Member States in these ongoing proceedings
, of any those decisions on our operations.

- ereasing the scope of our activities in Asia. As in Europe, we have obtained or are in the process
£ talacommunications licenses in all nations where authorization is required for us to construct and
*Hm»a or provide services. We expect to obtain additional telecommunications licenses and

sms 1 Astain the ordinary course of business.

staros of liberalization of the telecommunications regulatory regimes of the Asian countries in which

wik 10 aperate varies, Some countries allow full competition in the telecommunications sector, while

2 competiion for most services, Most of the countries in the region have committed to liberalizing

otmmmcatons regimes and opening their telecommunications markets to foreign investment as par

i Trade Oreanization (“WTO™) Agreement on Telecommiunications. China also has committed to

= ity telecommunications markets and reducing foreign ownership limitations if it is admitted to the

We cannot be certain whether this liberalizing trend will continue or accurately predict the pace and

- f fberalization. 1 is possible that one or more of the countries in which we operate will slow or halt the
won of ts telecommunications markets. The effect of such an action on us cannot be accurately

Latin America

s Latn Amencn, we currently are constructing the MAC, PAC and SAC systems. In connection with the
st of these cable systems, we have obtained cable landing licenses and/or telecommunications
s, in Argenting, Brazil, Chile, Mexico, Panama, and the United States. An application has been filed in

W mi; and we expect to file applications in additional Latin American countries in the ordinary course of
SRS

As iy Asta, the status of liberalization of the telecommunications markets of Latin America varies. All of
comamtries i which we currently plan to have operations are members of the WTO and have committed to
eralezing their eleeommunications markets and lifting foreign ownership restrictions. Some countries now

st eoampetition for all telecommunications facilities and services, while others allow competition for some
hitres amd services, but restrict competition for other services. Some countries in which we operate or intend

st currently nmpose limits on foreign ownership of telecommunications carriers. We anticipate that we
§hw grantgd authoerity to land and operate our submarine cable systems in each of the countries in which

aatrrently are expected to land. ltis possible, however, that one or more of these countries will not grant

w land o submarine cable or will impose conditions that make landing and operating the cable
1ty unfeasible.

Th to

Ayl

Jecommunications regulatory regimes of many Latin American countriss are in the process of
saant, Many issues, such as regulation of incumbent providers, interconnection, unbundling of local

£, 5 iu of 1elecommunications services, and pricing have not been addressed fully or at all. We cannot

y

pracdiet whether or how these issues will be resolved and their impact on our operations in Latin

As of December 31, 2000, our continuing operations had approximately 13,000 employees and our
e aperstions had approximately 3,400 employees. We consider our relations with our employees to




Furward Looking Statements and Risk Factors

save included n this Annual Report on Form 10-K forward-looking statements that state our own or
ment's intentions, beliefs, expectations or predictions for. the future. Forward-looking statements are
1 number of rsks, assumptions and uncertainties which could cause our actual results to differ

: frem those projected 1n the forward-looking statements. The discussions set forth below constitute
statements 1dentifying important factors with respect to such forward-looking statements, including
smeettuntes, that could cause actual results to differ materially from results referred to in the
sit-lookang statements. There can be no assurance that our expectations regarding any of these matters will

. AR

Heeaure we have a limited operating history and have grown rapidly through successive acquisitions,
sisatid investors may have difficuity evaluating the performance of our operations.

5

sove organized in March 1997 and. with the exception of our Frontier, Global Marine, IPC and Racal
w subsigdianes, huve a limited operating history. Becaase of this limited history and our rapid grewth
el ive acgumisitions, 1t may be difficult for potential investors to evaluate the performance of our
wene. In particular, comparisons of our results of operations from one period to another may not be fully
beatyen of our current ability o conduct our business.

If we ancounter difficultivs in completing our cable systems currently under development, we may face
4 0 recogrizing revenues from the affected systems.

ur abitity to schieve our stralegic objectives will depend in large part upon the successful, timely and
ctive completion of our cable systems currently under development, as well as on achieving substantial
f capacity and services on these systems once they become operational and on our other operational

5. The construction of these systems will be affected by a variety of factors, uncertainties and

wetes, many of which are beyond our control, including:

T

x

st ability 1o manage their construction effectively;
«  our abubry o obtain all construction and operating permits and licenses:

+  thard-party contractors performing their obligations on schedule: and

3

pur ability to enter into favorable construction contracts with a limited number of suppliers.

Ax g result, we cannot be cenain that each of these systems will be completed at the cost and in the time
frame corvently estimated by us, or even at all. Although we award contracts for construction of our systems to
' s who m most cases are expected to be bound by a fixed-price construction cost schedule and to
siparsriees in respect of completion dates and system design specifications, we cannot be certain that
a} copstrueyion costs or the time required to complete these systems will not exceed our current

i we fud 1o expand our services and products as we intend, our revenue growth will be impaired.
We wtend o grow revenue and profits by:

= mbreducing new services and products;

develaping or acquiring additional cable systems: and

apgrading capacity on our planned systems.



Dur inablity to effect these expansions of our products and services could have a material adverse effect
o our intended revenue growth,

Demand for our products and services could be reduced due to competition or changes in indusiry
conditions.

The international telecommunications industry is highly compentive. In connection with sales of capacity
and the provision of telecommunications services on our global fiber optic cable network, we face competiton
primarily on the basis of price, availability, service quality and reliability, customer service and location. The
abilivy of our competitors to provide comparable telecommunications products and services to customers at
ar prices could have a material adverse effect on demand for our products and services. In addition, much
of our planned growth is predicated upon the growth in demand for international telecommunications capacity
and sprvices. 1f this anticipated demand growth does not occur, competition for customers will intensify, and
Jemand for our international telecommunications product offerings may be adversely impacted.

o

We are growing rapidly in a changing industry. If we fail to adapt to the changes in the
televommunications industry as a result of our rapid growth, our results of operations could be impaired.

Cur strategy is to be the premier provider of managed broadband services to global enterprises. As a resul*
of this apgressive strategy, we are experiencing rapid expansion and expect it to continue for the foreseeable
fsture. This growth has increased our operating complexity. At the same time. the international
wlecommunications industry is changing rapidly due to, among other things:

= the casing of regulatory constraints;

«  the privatizanon of established carriers;

the expansion of telecommunications infrastructure;

the growth in demand for bandwidth caused by expansion of Internet and data transmissions:
»  the globalization of the world’s economies; and

the changing technology for wired, wireless and satellite communication.

We cannot be certain that we will succeed in adapting to the changes in the international

wlecammuinications industry, particularly given our rapid growth strategy. If we do not succeed, our future
results of operations could be impaired.

We face price declines that could adversely affect our operating margins.

Advances in fiber optic technology have resulted in significant per circuit price declines in the fiber optic
cable transmission industry. Recent changes in technology caused prices for telecommunications capacity and
services to go down cven further. 1f there is less demand than we project or a bigger drop in prices than we
project. tt could adversely affect our operating margins and, accordingly, our results of operations. We cannot
be certain, aven if our projections with respect to those factors are realized, that we will be able to implement
pur strategy or that our strategy will be successful in the rapidly evolving telecommunications market.

The operation, administration, maintenance and repair of our cable systems are subject to risks that
could lead (o the failure of those systems to operate as intended for their full design life.

Each of our systems is and will be subject to the risks inherent in a large-scale, complex fiber optic
ommunications system. The operation, administration, maintenance and repair of our systems requires the
dination and integration of sophisticated and highly specialized hardware and software technologies and
cqmpment located throughout the world, We cannot be certain that our systems will continue to function as
expected in a cost-effective manner. The failure of the hardware or software to function as required could
rengder a cable system unable to perform at design specifications.
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5 of our undersea systems either has or is expected to have a design life of generally 25 years, while

ey tertestrial systems cither has or is expected to have a design life of at least 20 years. The economic
<lems, however, are expected to be shorter than their design lives, and we cannot be certain of
+ful life of any of these systems. A number of factors will ultimately affect the useful life of each

vatems, including, among other things: quality of construction; unexpected damage or deterioration; and
-al oy economic obsolescence.

Pitury of any of our systems (0 operate for its full design life could result in a loss of customers and a
shon o Tuture revenues and adversely affectour future operating results.

Becanse we fuce significant competition, we may not be able to hire, integrate and retain key
managerial, technical and sales personnel.

1

e futare success depends on the skills, experience and efforts of our officers and key technical and sales
soess. i patticular, our senior management has significant experience in the telecommunications industry.
the Jiss of any of them could negatively affect our ability to execute our business strategy. In addition, we

+ he cenain that we will be able to integrate new management into our existing operations. Competition
fgndwidth sales employees and fiber optic engineers is particularly intense, and we may not be able to
etivate and retain highly skilled and qualified personnel in these areas. Some of our key employees
ty ilo not have employment agreements that would limit their ability to leave our employment or
with us following their departure. In addition, we do not have “key person™ life insurance policies
voprmg any of our employeces,

Wy huve substantial international operations and face political, legal and other risks from our
pperations in these foreign Jurisdictions,

We will derive substantial revenue from international operations and intend to have substantial physical
; 10 several jurisdictians along our routes, including countries in Asia, Latin America and Europe. As a
W our business is subject to particular risks from operating in these areas, including:

«  uncenain and vapidly changing political and economic conditions, including the possibility of civil
unrest, terrorism or armed conflict;

pnexpected changes in regulatory environments and trade barriers;
gxpesure to different legal and regulatory standards: and
drficuties in staffing and managing operations consistently through our several operating areas.

Although we have not experienced uny material adverse effects with respect to our foreign operations
o from these factors, problems associated with these risks could arise in the future. Finally, managing

gens i multiple jurisdictions may place further strain on our ability to manage our overall growth.

[eitos

We cannol assure the successful integration of newly acquired businesses. If the expecied bentfits of
these aequisitions are not achieved, our operations will be negatively affected.

Pagt of aur growth strategy has been to make selective strategic acquisitions of businesses operated by
e Acineving the benefits of these acquisitions will depend in part on the integration of those businesses
wenb snnt bustiess 1 an efficient manner, We cannot be certain that this will happen or that it will happen in a
waely mamner. The consolidation of operations following these acquisitions often requires substantial attention
e spanagement. The diversion of management attention and any difficulties encountered in the transition
puon process could have a material adverse effect on the revenue, levels of expenses and operating
the combimed company. We cannot be certain that we will realize any of the anticip
sssmon. 1f we do not realize these benefits, our performance could suffer.

ated benefits of
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Beeause sy of our customers deal predominantly in foreign currencies, we may be exposed to
sredupspe rate risks and our net income may suffer due to currency translations.

soanty invotce for our services in U.S. dollars: however, most of our custemers and many of our
iz customers derive their revenue in currencies other than U.S. dollars. The obligations of customers
wntiat revenue in foreign currencies may be subject to unpredictable and indeterminate increases in
i that such currencies devalue relative to the U.S. dollar. Furthermore, such customers may become
ehange controb regulations restricting the conversion of their revenue currencies into U.S. dollars.

ey
LW

it the affected customers may not be able to pay us in U.S. dollars, In addition, where we invoice

e services i eurrencies other than U.S. dollars, our net income may suffer due to currency translations in

1 that such currencies devalue relative to the U.S. dollar and we do not elect o enter into currency
arvapgements in respect of those payment obligations. Declines in the value of foreign currencies

o the 12§ dollar could adversely affect our ability to market our services to customers whose revenues

myhated o those currencies.

Srar nperations are subject (o regulation in the United States and abroad and require us to obtain and
ssrintain @ nwrmber of governmental licenses and permits. If we fail to comply with those regulatory
ssirpments or obtain and maintain those licenses and permits, we may not be able to conduct our

e Dimed States. our intrastate, interstate, and international telecommunications networks and services
wpalation ot the federal, state, and Tocal levels, We also have facilities and provide services in

soantnes in Europe. Latin Amenica, and Asia. Our operations in those countries are subject to

o at the natonal level and, in some cases, at the state, provincial, and local levels.

Crar mterstate and international operations in the United States are governed by the Communications
Act of 1934, as amended by the Telecom Act. There are several ongoing proceedings at the FCC and
w the federsl courts regarding the implementation of various aspects of the Telecom Act. The

ines of these proceedings may affect the manner in which we are permitted to provide our

1ees in the United States and may have a material adverse effect on our operations.

+ The mtrastate activities of our local telephone service companies are regulated by the states i which
thew do business. A number of states in which we operate are conducting proceedings related to the
provision of services in a competitive telecommunications environment. These proceedings may
wfect the manner in which we are permitted to provide our services in one or more states and may
wive 7 material adverse effect on our operations.

+  Our eperations outside the United States are governed by the laws of the countries in which we
pperate. The regulation of relecommunications networks and services outside the United States varies

widely, In some countries, the range of services that we are legally permitted to provide may be

fimited. In other countries, existing telecommunications legislation is in the process of development,

s unelear or inconsistent, or is applied in an unequal or discriminatory fashion. Our inability or
failure 10 comply with the telecommunications laws and regulations of one or more of the countries
i1 wlaeh we operate could result in the temporary or permanent suspension of operations in one or
mare countries. We also may be prohibited from entering certain countries at all or from providing all
of eur services in one or more countries, In addition, many of the countries in which we operate are
condurnng proceedings thar will affect the implementation of their telecommunications legislation.
W cannot be certain of the outcome of these proceedings. These proceedings may affect the manner

i which we ase permitted to provide our services in these countries and may have a material adverse
effacs onr our operations.

+ e ordinary course of constructing our networks and providing our services we are required to
sbiain and mamtain a variety of telecommunications and other licenses and authorizations in the
countnes 1o which we operate. We also must comply with a variety of regulatory obligations. Our
fadure To oblain or maintain necessary licenses and authorizations, or @ comply with the obligations

wedd upon license-holders in one or more countries, may result in sanctions, including the
cevaeation of authority 1o provide services in one ot mare countries.
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Wi

depend on third parties for many functions. If the services of those third parties are not available to
wi, wy may met be able to conduct onr business.

send and will continue to depend upon third parties to:
wstruet some of our systems and provide equipment and maintenance,

. to a number of origination and termination points of our systems in various

+  comstruct and operate landing stations in a number of those jurisdictions:
acgmre nghts of way:

+ ST

sravide terrestrial capacity to our customers through contractual arrangements: and

& joint venture participants with regard to some of our current and potential future systems.

canmot be certain that third parties will perform their contractual obligations or that they will not be

Lueal or economic events which may have a material adverse effect on their ability to provide us
siry services. If they fail to perform their obligations, we may not be able to conduct our business.
f eny of our joint venture participants experiences a change in strategic direction such that their
sarding our mutual joint venture diverges from our own, we may not be able to realize the benefits
4 10 be derived from the joint venture.

o T
B Ry

O b

hedmess and may restrict our ability to operate.

L erificant indebtedness could adversely affect us by leaving us with insufficient cash 1o fund
amd ympairing our ability to obtain additional financing. The amount of our debt could have

st from operat
beromes due;

ons may be insufficient to meet the principal and interest on our indebtedness as it

azch g ssa

nents of pnincipal and interest on borrowings may leave us with insufficient cash resources for
our operatons; and

cestrictive debt covenants may impair our ability to obtain additional financing.

Wi

i

have wmeurred a high level of debt. As of December 31, 2000, we and our consolidated subsidiaries
al of $14.378 million of liabilities, including approximately $6,425 million in senior indebtedness, of
ok $2.519 million was secured. As of such date, GCL additionally had outstanding cumulative convertible
erred stock with a face value of $2,744 million. Our subsidiary, Global Crossing Holdings Ltd., aiso had

Cyr ability 10 repay our debt depends upon a number of factors, many of which are beyond our control. In
, we rely on dividends, loan repayments and other intercompany cash flows from our subsidiaries to
¢ our abligations, If we are unable to generate sufficient cash flow to meet our debt service requirements,
v have Lo tenegotiate the terms of our long-term debt. We cannot be certain that we would be able to
te successfully those terms or refinance our indebtedness when required or that satisfactory terms of
firancing would be available, If we were not able to refinance our indebtedness or obtain new financing
sndier these ciroumstances, we would have to consider other options, such as:

«  gales of some assets;
+ sales of equity:

segotations. with our lenders to restructure applicable indebtedness; or

(O]
—
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other opuons available o us under applicable law.

Ve are subject to restriclive covenanis that may limit our ability ¢o take actions in furtherance of our
ic abjeciives.

enants m our various debt instruments limit our ability, among other things:

e o incur debi

to pay dividends and make distributions on capital stock;
+ 3o make Investments;

13 enter into new businesses:

w: merge. consolidate or dispose of assets; and

» o enter into transactions with affiliates.

Cormnplying with these covenants may cause us 1o take actions that we otherwise would not take or nat

ahe scyions that we otherwise would take. For examp
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le, these covenants may restrict us from financing capital
th debt. Our failure to comply with these covenants would cause a default which, if not waived.
ssult in the debt becoming immediately due and payable. In this event, we may not be able to repay or
TR ¢ the debt on terms that are acceptable to us or at all.

fficers and directors own a substantial portion of us and may have conflicts of inrerest.
Cigr executtve officers
aut diveotors and executive
anding common stock.

and directors have substantial equity interests in us. As of February 23, 2001, al
officers as a group collectively beneficially owned approximately 14.79% of our

Sume of our directors and executive officers also serve as officers and directors of other companies,
Additionally. some of our officers and directors are active investors in the telecommunications industry. Service
45 one of ear directors or officers and as a director or officer of another company could create conflicts of
werest when the director or officer is faced with decisions that could have different implications for us and the

other company. A conflict of interest could also exist with respect to allocation of time and attention of persens

wiho are our directors or officers and directors and officers of another company. The pursuit of these other
business interests could distract these officers from pursuing opportunities on our behalf,

We cannot predict our future tax liabilities. If we become subject to increased levels of taxation, our
results of operations could be adversely affected.

We believe that a significant portion of the income derived from our undersea systems will not be subject
1o tax by any of (1) Bermuda, which currently does not have a corporate income tax, or (2) some other

conntries in which we conduct activities or in which our customers are located. However, we base this belief
LR

»

the anticipated nature and conduct of our business, which may change: and

+  our anderstanding of our position under the tax laws of the various countries in which we have assets
or conduct activities, which position is subject to review and possible challenge by taxing authorities
and 1o possible changes in law, which may have retroactive effect.
We cannot predict the amount of tax to which we may become subject. Any increase in the amount of

pevation incurred as a result of our operations could result in a material adverse effect on our net income and,
apeordingty, our financial condition and results of operations.
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Our shareholders may be subject to Foreign Personal Holding Company, Passive Foreign Investment

Company, Controlled Foreign Corporation and Personal Holding Company rules that could result in
increased tax liability.

We believe that neither we nor any of our non-United States subsidiaries are a foreign personal holding
company and do not expect that either we or any of our affiliates will become a foreign personal holding
company, However, we canriot be certain in this regard. If one of our sharehoiders is a United States person
sucd we or one of our non-United States subsidiaries are classified as a foreign personal holding company, then
that shareholder would be required to pay tax on its pro rata share of our or our relevant non-United States
subsidiary’s undistributed foreign personal holding income. We intend to manage our affairs so as 10 attempt 10
avoid or minimize having income imputed to United States persons under these rules, to the extent this

management of our affairs would be consistent with our business goals. although we can provide no assurances
in this regard,

We believe that we are not a passive foreign investment company and do nat expect to become & passive
forergn investment company in the future. However. we cant

1ot be certain in this regard. In addition, our
expoctations are based, in part, on interpretations of existing law that we believe are reasonabie, but which have

net beea approved by any taxing authority. If we were a passive foreign investment company, then any of our
<hareholders that is a United States person could be liable to pay tax at the then prevailing rates on ordinary

meome plus an interest charge upon some distributions by us or when that shareholder sold our capital stock at
a g,

Furthermore. additional tax considerations would apply if we or any of our affiliates were a controlled
fareign corporation of a personal holding company.

I'TEM 2. PROPERTIES

Our principal offices are under lease in Hamilton, Bermuda. We also lease corporate office space in
{_ondon and Chelmsford, England: Montreal, Canada; Dublin, Ireland: Beverly Hills, California: Madison, New
Jersey, Rochester, New York; New York, New York: and Miami, Florida. We
Zong and Tokyo through our subsidiary, As
sppont office

also lease office space in Hong
ia Global Crossing. We also own or lease sales, administrative and
< worldwide. In addition, our telecommunication services segment owns undersea cables crossing
he Atlantic Ocean (AC-1 and AC-2). Pacific Ocean (PC-1): Eastern United States and Caribbean (MACH:
South America (SAC); East Asia (EAC), and Westemn United States. Mexico. Central & South America and
Curibbean (PAC): and primarily terrestrial cable systems connecting various cities within the United States
INAC). South America (TAC), Europe (PEC), Japan (Asia Global Crossing’s 49% interest in GAL), Hong
Kong (Asia Global Crossing's 50% interest in HGC), and Mexico. Qur telecommunicatons services segment
also owns or leases numerous cable landing stations throughout the world related to these undersea and
terrestrial cable systems.

Our installation and maintenance services segment owns, leases and operates a fleet of vessels and

cuhmersible/remotely operated vehicles used in the planning, installation and maintenance
aptic cable systems.

of undersea fiber
Our ILEC business segment, which is accounted for as discontinued operations pending the sale t©
Citizens Communications, owns telephone properties which include: connecting lines between customers’
premises und the central offices: central office switching equipment: buildings and land; and customer premise
equipment. The connecting lines, including aerial and underground cable, conduit, poles, wires and microwave
equupment, are located on public streets and highways or on privately owned land. We have Permission {o use
these lands pursuant to local governmental consent or lease, permit, franchise. easement ot other agreement.

We believe that substantially all of our existing properties are in good condition and are suitable for the

conduct of our business. A security interest in some of these properties, in p

articular some of our undersea
cabies. b

as been granted to lenders providing financing for those systems under non-recourse facilities.
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YTEM 3. LEGAL PROCEEDINGS

On July 16, 1999, Frontier was served with a summons and complaint in a lawsu commenced 1n Now
York State Supreme Court, New York County, by a Frontier shareholder alleging that Frontier and it board
breached their fiduciary duties by failing to obtain the highest possible acquisiion price for Frontier m the
definitive merger agreement with the Company. The action has been framed as a purported class action and
seeks compensatory damages and injunctive relief. The claims against Frontier were asserted in the same achon
as similar but separate claims against US West. Inc. However, the claims against Fronuer have been severed
from the US West claims. In February 2000, the court granted the Company’s motion to transfer the action o
Monroe County. On February 11, 2001, the Company moved to dismiss all claims agasnst 1t Gral argument on
this motion is presently scheduled for Apnl 27, 2001. We believe the asserted claims are without merit and are
defending ourselves vigorously.

On May 22, 2000, GCL. and its subsidiary, South American Crossing (Subseay Ltd., filed a lawsuit agamst
Tyco Submarine Systems Ltd. n the United States District Court for the Southern District of New York. Cue
complaint alleges fraud, theft of trade secrets, breach of contract, and defamation refated to Tyco's agreaments
w0 install the South American Crossing fiber-optic cable system. We seek damages, including pumitive

in excess of $1 billion and attorneys’ fees and costs, as well as a declaration that the construction and
development agreement with Tyco

damages,

is void due to Tyco's alleged fraud and injunctive relief barring Tyeo frony
further misappropriation of trade secrets and confidential information. On June 13, 2000, Tyco answered the
complaint, denying the material allegations and asserting a variety of defenses to such clamms. Addittonally,
Tyco asserted counterclaims that South American Crossing {Subsea) Ltd. breached its construction and
development agreement with Tyco. Tyco seeks damages of not less than $130 million. attornevy” fees and coss
and a declaration that, among other things, the construction and development agreement is a valid, snforceabie
contract and that South American Crossing (Subsea) Lid. breached the contract or, in the altemative, tertinated
the contract for convenience. On July 3, 2000, we answered Tyco’s counterclaims, denving the matesial
allegations. On August 7, 2000, Tyco moved to dismiss several of aur claims, The court has wot yet rubad on
that motion. which has been fully briefed. Discovery is ongoing.

In addition, on May 22, 2000, our subsidiary. Atlantic Crossing Ltd.. together with certaw of its affilintes,

filed arbitration claims against Tyco for breaches of its obligations in connection with various contracts for the
development of the Atlantic Crossing-1 fiber-optic cable system. We seek unspecified monetary damages, o
declaration that certain of our obligations under the various contracts relating o Atlantic Crossing-1 are
terminated and a return of misappropriated intellectual property. On June 22, 2000, Tyeo responded to such
claims, denying the material allegations. Tyco additionally asserted counterclaims that we and our subsicianies
breached their various obligations under the various contracts relating to Atlantic Crossing-1. Tyco secks,
among other things. the denial of all relief sought by us and awards aggregating not less than $183 million and
unspecified damages for breach of the agreements. In a settlement agreement dated as of August 30, 2000,
Atlantic Crossing entered into an agreement with Tyco for the early termination of one of the contracts relating
10 Atlantic Crossing- 1, the Operations, Administration and Maintenance (“OA&M™Y Agreement, in return for
the payment of $19 million to Tyco. In addition, Atlantic Crossing and Tyco have agreed to drop their
respective claims under the OA&M Agreement in the arbitration. The other clums asserted in arbatration
remain pending. The hearing of this matter commenced on December §, 2000 and is ongoing.

We do not believe that the commencement of these actions with Tyco will have an impact on cur network
and/or the timely completion of any of our systems. We intend to pursue our claims against Tyco vigorousty

and 10 defend ourselves vigorously against Tyco's counterclaims, which counterclaims we helieve 10 be without
merit.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECU ITY HOLDERS
Not applicable.



PART 11

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY AND RELATED STOCKHOLDER
MATTERS

Price Range of Common Stock

Our common stock commenced trading on the New York Stock Exchange (“NYSE™} on November &,
2000, under the symbol “GX"". Prior to this date, our common stock was traded on the Nasdaq Natlonul
Market (“NNM"") under the symbo! “GBLX". The table below sets forth, on a per shiare basis for the periods
indicated, the high and low sales prices for the common stock as reported by the NYSE and NNM.

Price Range

2000 1999
High Low High Low
First QUarer .. ... oo oo $61.82 $38.00 $62.63 518.94
Second QUAarter . . ... .ov v $42.00 $23.38 $64.25 $39.63
Third Quarter . ... .o coevveonenr s $37.75 $24.00 $50.00 52025
Fourth Quarter ... ................... $30.81 S$1t.28 $55.75 $24.81

The closing sale price of the common stock as reporied by the NYSE on March 1, 2001, was $16.180 As
of March 1, 2001, there were 31,030 holders of record of our commean stock.

Dividend Policy—Restriction on Payment of Dividends

The Company does not anticipate paying cash dividends on our commaon stock in the foresecable future.
The terms contained in certain of our debt instruments also place limitations on our ability to pay dividends.
Future dividends, if any, will be at the discretion of the Board of Directors and will depend upon, among other
things, our operations, capital requirements and surplus, general financiai condition, contractual restrictions and
such other factors as the Board of Directors may deem relevant.

Recent Sales of Unregistered Securities

During the quarter ended December 31, 2000, the Company did not issue any unregistered securitiss,




ITEM 6. SELECTED FINANCIAL DATA

The table below presents selected consolidated financial data of the Company as of and for the four
periods ended December 31, 2000. The historical financial data as of Decembar 31. 000 and 1994 and for the
years ended December 31. 2000, 1999, and 1998 have been derived from the historical conseadated R
statements of the Company and should be read in conjunction with our consolidated financial statements and
notes presented elsewhere in this Annual Report.

In reading the following selected historical financial data, please note the following:

.

Effective January 1. 2000, we adopted SEC Staff Accounting Bullatin 101, “Revenus Recogaition v
Financial Statements™ (“SAB 1017), which requires amortization of cettam start-up and acivatiorn
revenues and deferral of associated costs over the contract period or expected cusiomer relationship,
whichever is greater. Previously, such revenues and expenses were recognized upen service
activation. The net impact of SAB 101 reduced revenue by approximately $2.4 million. wd me
amortzation expense by approximately $10.8 million. The cumulative impact on the resulis of prioy
years was reflected as a $9.1 million cumulative effect of a chang
accordance with the adoption provisions of this bulletin.

¢ i accountng prisciple

+  On January 12, 2000, we established a joint venture. called Hutehison Global Crossing (“HGC ™),
with Hutchison Whampoa Limited (“Hutchison™) to pursue fixed-line telecommanications and
Internet opportunities in Hong Kong. For its 50% share. Hutchison contributed to the jotat e 158
building-to-building fixed-line telecommunications network in Hong Kong and a nurnber of [nteret
related assets. In addition. Hutchison agreed that any fixed-lne
pursues in China will be carried ot by the joint venture. For its 50% shate, we providad w
Hutchison $400 million in Global Crossing convertible preferred stock cconvertible inte shigres of
Global Crossing commion stock at a rate of $43 per share) and conmmtted to contribute o the ok
venture international telecommunications capacity rights on our network and giobal media
distribution center capabilities. as well as $50 million in cash. Concurrent with the moal public
offering (“IPO"") of Asia Global Crossing { “AGCT 1 on October 12, 2000, the Company. }
and Softbank, together the founding shareholders of AGC, entered e an agreement providi

our contribution to AGC of our 30% economic ownership in HGC.

leCONTMURICATIONS AChvilies it

On June 14, 2000, we completed the acquisition of 1Xret, lnc. (- Tanet”

3 and iy parept company,
[PC Communications. Inc. (“IPC™), resulting in IXnet and TPC becoming our whelly ewned

subsidiaries . The purchase price of $3.2 billion reflects a Global Crossing stock price of 849.77 per
share, the sverage price before and afier the definitive merger agreement was entered e on
February 22, 2000, and includes long-term debt assumed and the farr matket vilug of options wsted
by Global Crossing.

In June 2000, we restated our historical financial statements 1o revise tise estimated aseful Hie of
goodwill related to GlobalCenter from 10 years to § years. As a result. l¢ applicabie w comhomn
shareholders and loss per share increased by 340.6 million and $0.08 per share, respectively, for the
year ended December 31, 1999.

On July 11, 2000, we entered into an agreement 10 sell our meuwmbent § exchangs carrier busy
segment (“TLEC™). acquired as part of our merger with Frontier, to Cirzens Cosrmumeations o
$3 7 billion in cash. subject to adjustments concerning closing due fiabilitics and werking capitad
balances. As a result of this transaction we have restated our financiat sinternents o reffect £
financial position and results of operations of the ILEC as discontinued opetations for all pe
presented since the date of the Frontier merger.

i

o On October 12, 2000. AGC completed its [PO in which it sold 6% mithon shares of 113 €
commen stock at a price of $7.00 per share. The net proceeds. sfter deducting nnderwrniang
commissions and costs, were approximately 5452 million. On Movember 2.
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2000. an addinonal 500,000 shares of Class A common stock were sold at $7.04) pet shuare w
connection with the exercise of the underwriters’ over-allotment option. The additional net proceeds
were approximately $3 mitiion after deducting underwriting discounts and comnussions. Qur
economic ownership interest in AGC after the offerings and related transactions was reduced to

56.0%. We recognized a gain of $303 million. net of related expenses, on the [PO and concurrent
transactions.

During September 2000, we entered into a definitive merger agreement under which Exodus
Communications, Inc. (“‘Exodus") would acquire our complex web hosting services division,
GlobalCenter. The sale was completed in January 2001 and the Company received 108.2 milfion
shares of Exodus common stock. As a result of this transaction we are no lon

ger in the complex weh
hosting business and hav

e restated our financial statements to reflect the financial positien and rasy
of operations of GlobalCenter as discontinued operations for all periods presented singe the date of
acquisition as part of the Frontier merger.

1

123

The statement of operations data for the year ended December 31. 1999 includes the results of Glabud
Marine for the period from July 2. 1999, date of acquisition, through December 31, 1999 the resuins
of Frontier for the period from September 28, 1999, date of acquisition, through December 31, PR
and the results of Racal Telecom for the period from November 24, 1999, date of acquisition. thraugh
December 31, 1999, The Consolidated Balance Sheet as of December 31, 1999 mcludes amounts
related 1o Global Marine, Frontier and Racal Telecom.

Recurring Adjusted Eamnings Before Interest. Taxes. Depreciation and Amortization, or Recurring
Adjusted EBITDA, is calculated as operating income (loss). plus goodwill amortization. depreciation
and amortization, non-cash cost of capacity sold. stock related expenses. cash portion of the change n
deferred revenue and certain non-recurring items. This definition is consistent with financal
covenants contained in our major financial agreements. Qur management uses Recurring Adjusted
EBRITDA to monitor compliance with our financial covenants and 1o measure the performance wd
liquidity of our reportable segments. This information should not be cansidered a5 an altemutive o
any measure of performance as promulgated under GAAF. Qur calculation of Recurring Adjusted
EBITDA may be different from the calculation used by other companits and,

therefore, comparabitity
may be limited.



Statement of Operations Data:

Other operating expenses

Depreciation and amortization

Termination of advisory services agreement . . . .

Operating (loss)

Gain on sale of subsidiary’s stock and concurrent

transactions

Income (loss) frorn continuing operations. . . . ..

Loss from discontinued operations, net

Loss applicable to common shareholders . . . . ..

Loss per Common Share:
Loss from continuing operations applicable to

common shareholders, basic and diluted

Loss applicable to common shareholders. basic

and diluted

Shares used in computing basic and diluted loss

per share

Balance Sheet Data:

Property and equipment, net
Goodwill and intangibles, net

Net assets of discontinued operations . ... ... ..

Total assets
Short-term borrowings
Long-term debt

Mandatorily redeemable and cumulative

convertible preferred stock

Total shareholders” equity

Other Data:

Working capital not including short-term

borrowings

Cash from operating activities

Cash from investing activities . .............
Cash from financing activities ... ...........

Recurring Adjusted EBITDA

Year Ended December 3,

Hates
tar PRy

2000

1599

199%

{In millions, except shure and por share fafermationg '

3 378 § 149 % 4 0%
1.862 368 i3
1,942 648 150 1
1,381 431 jat .
- - 40
(1,396) (43 {20 £
303 - o -
(1.308) {63} -
(308) {59) . i
(1.98M (178) (1%
$ {192y § (012

3 {2351 §

(0.35)

844,133.231 502400851
Hevember 31, _
2000 1999 199% LS
' {Er ouillionss
S 10030 § 4041 § ISR 519
11,481 6,484 .
3969 3,964
30,185 19217 52
1,000 — e
6,271 4500 1. 06 32
3.158 2,085 483 92
1,700 179 714 i
5 {485 § 023 3 e 8 {53
011 T2 Y 5
(4.427) {4,043} {49y
3686 4,060 ALY
1,469 626 36




ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion and analysis should be read together with our Comsohd
and related notes appearing elsewhere in this Annual Report on Form 10-K.

IHENLS

Recent Financial Accounting Developments

The Company adopted SEC Staff Accounting Bulletin No. 101 (“SAB 1017}, "Reve ik
Financial Statements” in the fourth quarter of 2000, effective January 1. 2000, SAR 10 clanfies cortam
conditions regarding the culmination of the earnings process and customer acceptatice requissmments w otdey o
recognize revenue. SAB 101 requires the amortization of certain start-up and activation reveanugs af foferral
of associated costs over the contract period or expected customer relationship, whichever s gredten. P
such revenues and expenses were recognized upon service activation.

Statement of Financial Accounting Standards No. 133, " Accounting for Derivanve Insiruments and
Hedging Activities” (“SFAS 1337), as amended by Statement of Financial Accounting S tundands 2
*Accounting for Derivative Instruments and Hedging Activities—Deferral of the Effective Date of
Statement No. 1337, and Statement of Financial Accounting Standards No. 138, “Accounting for Tavtar
Derivative Instruments and Certain Hedging Activitics”, is effective for the Company as of Janmary 1, 208
SFAS 133 requires that an entity recognize all derivatives as either assets or liabilities measured at farr vilue
The accounting for changes in the fair value of a derivative depends on the use of the dervative. The mitiad
adoption of these new accounting standards will not have a mate
statemnents.

rial effect on the Company’s fmmetad

Acquisitions

The Company completed its merger with Frontier Corporation (acquired Septernber 28, 1999 el
acquisitions of Global Marine Systems Ltd. acquired Juby 2, 1999}, Racal Telecom faccuire '
1999), and TXnet, Inc. (“1Xnet”) and its parent company. IPC Communications, i, (aoeutred J

wtred
The acquisition of these entities. as adjusted for the sale of the ILEC segment and GlobalCenter busin
referred to as the “*Acquisitions™. The increase in revenue and expenses for the vears ended December .
2000 and 1999 is primarily due to these transactions. Therefore. the comparability of the results of operations
for the year ended December 31, 2000 and 1999. as well as December 31, 1999 and 1998, is Hmited.

uaw 14,

1

Results of Operations for the Years Ended December 31, 2000 and Deceruber 31, {999

Revenues

Actual reported revenues for the years ended December 31, 2000 and |

909 reffoct the following changey
by segment:

deho)

Deeeniber 3, Decemibay 31, Dsvense/

2000 ey D
{in millions;
COMMETCIAL + o v v et et e e e e $rall § 238
COMSUITIET + + + v e v e e e e e e in e e 169 48
Carrier:
Service REVENUE . o v 1,361 280
Sales Type Lease Revenue . ... e 350 T8
Amortization of prior period IRU™s ... ..o 28 ¥
TO] CATTIEE . o v v v et ot e e e e e 1.739 1024
Telecommunications Services Segment Revenue .......... .. 3.329 1,330
Installation and Maintenance Segment Revenue ... .o - 46k 61
Total REVEIUES .« o o v oe oot e e 533789 51,494




Revenues for 2000 increased $2.298 million to $3,789 nullion from 1999, The mnoreasg m e
pnmarily auributable to the merger of Frontier Corporation (" Frontier ) and the acquisiiions & ; ;
Systems Ltd. (“Global Marine™) and Racal Telecom during 1999, and the [PC Commumcations. bng (IPUT
and [Xnet merger in 2000. Revenue for 2000 reflects a full vear contribution from Frowuter a5 well as the
Global Marine and Racal Telecom acquisitions. In addition, 2000 results of operntions reflect 65 months
revenues contributed by [PC and [Xnet following their acquisttion in June 200K

2 ot

The following table provides supplemental pro forma detail of Global Crossing revenues for the years
ended December 31, 2000 and 1999. Since actual revenues for 1999 reflect the operations <! Giobal Manne
after July 2, 1999: Frontier after September 28. 1999 Racal Telecom after November 24, 1099, and 2000
revenues reflect the operations of IXnet and IPC after June 14, 2006, management behaves that pro forwa
revenue provides a more meaningful comparability among penods presented swnee our mstorcad resalls only
reflect the operations of our acquired entities after the close of each transaction. Pro forma revenus asaumes
that each merger and acquisition occurred at the beginning of each period. However. pro formim rovenie 1s nod
necessarily indicative of the results that would have been achieved had such transactions actually ociurred at
the beginning of each period, nor are they necessarily indicative of our future results.

Pro forma fro forms
Decenther 31, December 3, :
2hob 1oy {Ereopemens
fin mifiioay
{usauditedy
COMINEICIAl « © v o e e e $1.590 $1.340 $
COMSUITIET « + + s o e e et e e e e e 169 ped
Carrier:
Service REVEIUE . . . . oottt eice s 938
Sales Type Lease Revenue .. ..o areneos 28
Amoniization of prior period IRU's ... ... oo H
TOR] CaITIEr . o e et e e e i 1.69% 45
Telecommunications Services Segment Revenue . ........... 3,498 3427 I3
Installation and Maintenance Segment Revenue . ... .. ... .. 460 33 P
Total REVETUSS « oo\ o v ce et am e ae e $3.958 83761 5197

Pro forma commercial revenue increased $50 million over the prior period due to growth in dua
commercial revenue offset by a decline in commercial voice services revenue. The increase in data commesela
services was due 10 significant growth in our commercial data products such as private line, frame relay, XTM
and TP and growth in our Turret installation business. Voice revenue decreased due to a de-emphasis of these
services as demand for data services increased.

Consumer long distance services revenue experienced a decline of $25 million over the prier petiod on a
pro forma basis. This decline is due to our strategic decision to be the world's premier provider of wanaged
broadband services to multinational enterprises. In addition, per minute price levels dechined due to continued
competition from new entrants to the market and enhanced voice network capicity in the industry.

Carrier service revenue increased $403 million over the prior period on 4 pro forma basis. The morease 8
due 1o growth in our carrier voice services revenue and carrier data services revenue, Carrier volge revenug
grew due to completion of portions of our global network, providing additional capacity for our carmer
customers and expanding carrier relationships. Data revenue, which represents private line, frame relay. ATM
and 1P services, increased due to the continued expansion of our network resulting in the iniroduction af our
services throughout Europe, Tokyo, major cities in Mexico, and cities in North and South America.

Sales type lease revenue declined $378 million on a pro forma basis over the prior period. This dechine is
primarily due to changes in accounting guidance that became effective in the third quarter of 1999 Prior o this
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period we recognized revenue from capacity sales upon activation of the circuits, resulting in up-front revenue
recognition. On July 1, 1999, Financial Accounting Standards Board (FASB) Interpretation No. 43, “"Real
Estate Sales, an interpretation of FASB Statement No. 66" (“FIN 43") became effective. limiting the
applicability of sales-type lease accounting and requiring revenue from capacity sales to be recorded over the
life of the contract where sales-type lease accounting is not permitted. As a result, sales-type lease revenue has
significantly decreased over the prior period.

Installation and Maintenance revenue increased $126 million on a pro forma basis over the prior year. The
increase is primarily due to redeployment of vessels from maintenance projects to instalfation projects which
provide larger revenue streams. The number of installation contracts awarded to us and the size of the contracts
awarded increased in 2000 from 1999 on a pro forma basis.

Operating Expenses
Components of operating expenses for the years ended December 31, 2000 and 1999 were as follows:

December 31, December 31, Increase/

2000 1949 (Decrease)

(in miltions)
Cost of access and maintenance . . ... ... ... . $1.862 $ 396 $1.466
Other Operating eXpenses. . ... .o nens 1,942 648 1,294
Depreciation and amortization . .. .. ... .. L . 1,381 451 230
Total Qperating EXpenses. .. ... ..o %5.185 $1.495 53,690

Cost of access and maintenance (“COA&M”) includes primarily the following: (i) usage based charges
paid 1o local exchange carriers (“LEC™) and interexchange carriers (“IXC") to originate and/or terminate
switched voice traffic; (ii) charges for leased lines obtained through our merger with Frontier and acquisition of
Rucal Telecom in 1999, as well as from our merger of IXnet in 2000; (i) internet exit charges incurred in
rransporting IP waffic; and (iv) third party maintenance costs incurred in connection with maintaining cables
and landing stations. Due to our 1999 merger and acquisition activity, usage based charges significantly
increased over the prior period. The increase of $1,466 million over 1999 is primarily due to our mergers and
acquisitions. For the year ended December 31, 1999, the Company only incurred u partial year of usage based
charges and leased line charges associated with the operations of Frontier and Racal Telecom compared to i
full year of charges in 2000. Furthermore, the Company incurred 6.5 months of charges associated with the
operations of IXnet in 2000 compared to zero charges in 1999. The Company incurred a partial year of internet
exit charges associated with GlobalCenter compared to a full year in 2000. The Company also experienced an
increase in third party maintenance due to additional systems becoming ready for service (“"RFS™} during 2600
such as Pacific Crossing-1; all of PAC; phases I and T of South American Crossing; and Mid-Atlantic

Crossing. Once a cable is deemed RFS, the Company begins to incur maintenance charges for that cable and its
associgted landing stations.

Other operating expenses, which increased by $1.294 million over the prior period, primarily consist of
three companents, (i) operations, administrative, and internal maintenance expenses: (ii) selling, and general
and administrative expenses (“SG&A™); and (iii) cost of goods sold for our cable mstallation and maintenance
unit as well as our Turret installation unit. We experienced an increase to our operations, administrative, and
internal maintenance cxpenses over the prior year that was primarily due to the continued expansion of our
network and expenses of acquired companies. SG&A expenses primarily consist of salaries and related benefits,
recruiting costs, commissions, marketing and promotional costs, advertising, occupancy COsts, travel, and
professional fees. SG&A costs increased over the prior period primarily due to increased headeount from our
acquisitions. At the end of 1999, we employed approximately 12,400 people, with approximately 12,000
acquired from Frontier, Global Marine and Racal Telecom. Furthermore, the Company increased its headceunt
in 2000 by approximately 4,000 employees due to the merger with IPC and [Xnet as well as additional hires.
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Other SG&A costs such as marketing and other promotional expenses increased to support our rapid growth
and expanded services. An increase in cost of goods sold also contributed to the increase due 1o the acquisition
of IPC and its turrer installation business and a full year of cost of good: sold recorded by our Global Manne

o

division in 2000.

Depreciation and amortization consists of depreciation expense of our property and equipment, which
includes our subsea systems as well as goodwill amortization. The $930 million increase is primurnily due to a
full year of depreciation on our in-service subsea systems, acquired property and equipmeni as well as
increased goodwill amortization resulting from our acquisitions. During the current year, we recorded & full
vear of depreciation expense on our in-service subsea systems that we only began depreciating on October 1,
1999 a5 well as on the acquired property and equipment from our 1999 acquisitions. We also expenienced
increased depreciation related 10 varying in-service dates for our subsea systems throughout 2000. Current year
results also include depreciation expense on property and equipment acquired from our IXnet and IPC merger.
In addition. depreciation and amortization includes non-cash cost of capacity sold resulting from capacity sales
that meet the qualifications of sales-type lease accounting. Goodwill amortization for the year increased due to
the recognition of a full year of goodwill amortization from our 1999 acquisitions as well as our merger with
IXnet and IPC during the current year.

Other significant components of our Statement of Operations for the years ended December 31, 2000 and
19499 include the following:

December 31, December 31, Increase

2000 1599 {Decrcase)
(in millions)
TOECIEST GXPEMSE o v o v oo e e v et e e e (390) (137N {253y
Cinin from sale of subsidiary’s commeon stock and concurrent
LFANSACHIONS & v vt et e et e e e e 303 — 303
Oher (expense) iNCOME, NBL. .o ..o ettt {46) 180 (226)
Benefit (provision) for income taxes . . ... 145 {108) 253
Loss from discontinued operations . .. ... ... 1308) (59) {249)
Preferred stock dividends .. ..o (221 (67) (134

Interest expense increased $253 million over 1999 and includes the amortization of finance costs and debt
discount. The increase in interest expense over the prior period is due to a full year of finance charges recorded
for the debt assumed in the Frontier merger. Furthermore our outstanding debt increased during the current year

as a result of further borrowings to support our capital spending which resulted in an increase in interest. net of
capitalization.

The $303 million gain from sale of subsidiary’s common stock resulted from our subsidiary, AGC.
completing its initial public offering on Qctober 12, 2000, as well as concurrent transactions.

The $226 million decrease in other income, net is primarily due to a $210 million payment to us by US
West, Inc. included in the results of operations for the year ended December 31, 1999. The payment was in
connection with the termination of its merger agreement with us, less related expenses. Other income. net also
includes foreign exchange losses, and other immaterial transactions.

For the year ended December 31, 2000, the Company recorded an income tax benefit of $145 million on a
loss from continuing operations of $1,453 million. For the year ended December 31. 1999, the Company
eeorded an income tax provision of $108 million on income from continuing operations of $115 million. The

change in the provision for income tax in relation to the carnings for the respective years is caused by changes
in the distribution of carnings to jurisdictions at various tax rates.

Discontinued operations include the operating results of our JLEC business segment as well a5

o

(HebalCenter. During 2000, we reported income from discontinued operations, net of tax. related to our ILEC

32



bastness segment of $91 million and a loss from discontinued operations, net of 1ax. related 1o GlobalCenter of
$399 million. The increase in the loss of discontinued operations of $249 million over 1999 is primanly dus to
the fact that since both these business units were part of our merger with Frontier in September of 1999, the
results of the ILEC and GlobalCenter were based on a full year of activity in 2000 compared to only the fourth
quarter in 1999. Furthermore, GlobalCenter experienced increased losses in 2000 due 1o significant expansion

of its media distribution centers and their related expenses ahead of a recurring-revenue stieam refating to them.

Preferred stock dividends of $221 million were paid during the year, The increase of $134 million over the
prior year is due to additional issuances of preferred stock in November 1999, December 1999, January 2000
and April 2000, the proceeds of which were used to fund acquisitions and capital spending.

Results of Operations for the Years Ended December 31, 1999 and December 31, 1998
Kevenues
Revenue for 1999 increased to $1,491 million as compared to $424 million for 1998, Far 1999,
$728 million in revenue was recognized up front on IRU sales, while the remaining $763 miilion in revenue

from our telecommunications services segment primarily resulted from the Frontier merger and Racal

acquisition in the fourth quarter of 1999. The installation and maintenance revenues in 1999 resulted from the
agquisition of Global Marine on July 2, 1999.

Actusl reported revenues for the years ended December 31, 1999 and 1998 reflect the following changes
by segment:

December 31, December 31,  Increase/

1999 1998 (Decrease)
(in millions)
COMMEITIAl . o o vt vt $ 2358 - § 258
COMSUITIEE © v o v et e et e e e et e e 48 — 48
Carrier:
Sepvice REVENUE . .o v i e i 289 289
Sales Type Lease Revenue .. ... .o 728 419 309
Amortization of prior period IRU's. ... ... 7 3 2
Total Carrier .« o vt e vt e e e 1,024 424 600
Telecommunications Services Segment Revenue .. ... .. 1,330 424 906
Installation and Maintenance Segment Revenue ... .. .. 161 —_ 161
Total REVENUES . . o oot e ie e e i e $1,491 §424 51,067

|
|

Operating Expenses

Components of operating expenses for the years ended December 31, 1999 and 1998 were as follows:

December 31, Decemher 31,  Increase/

1999 1998 {Deerease)
(in millions)
Cost of aceess and MAMIENANCE . . .o v vt oo an e e $ 396 $13 § 383
Other Operating expenses. . ..o ovv e 648 150 498
Depreciation and amortization .. ... ..o 451 141 30
Termination of advisory services agreement . .. ......... .. — 140 {140y
Total Operating Bxpenses. .. ... ... 51,495 $444 $51.051

1
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Cost of access and maintenance increased 33
primarily attributable to the cost of access theuered
whose networks include a significant amount of swi
resulting in higher usage based charges. aceass ¢
we continue to expand our network, maintenanee

have also increased.

Other operating expenses which mereased $48
components, (1) operations, admxm*"mnw. and wtdry
administrative expenses (“SG&A" ) and (1
We experienced an increase (¢ our op ,r;ii £X5y
to the costs incurred in connection with the
network and expenses of acquired compa
recruiting costs. commxsssom maﬁ.-*' me
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to us by US West, Inc. m cons
EXPETISES.

For the vear ended Dece
on income from conlinuing opx
recorded an mmm j£:3 p LVISION ¢
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Dhsconunued Cnenmurz- inciude the ope
During the vear we repored income fIoam ¢
$18 miltion. In addinion. we aﬁxa
of §77 mithon.

T¥

&

Extraordinary loss from ronirement of detn
compared te 520 milhona for the year endad [k

£

loss of $14 million resulting from prepavmen
Senior Secured Credit Facihty and an addibrog
principal value, under the Semwor Secured Usedh
320 mullion in f‘omecl on with «.I‘zr: m:;va

We adopted Statement of Posston 98 :
issned by the Amencan Institute of Cartified Py D’§
SOP 98-5 requires that cernam start-op expendituns
now be expensed. We incurred a one-time charge dunrgs g
represents start-up costs incurred and capitehized dunng pe

Liquidity and Capital Resources

During the year ended December 31, 2064 we ane
financing. We estimate the remaining cost of develoging a
Crossing Network to be approximately $1.6 billion, aacluds
total capital expenditures for 2001 to be approximately $4.% ¢
expenditure requirements, we anticipate that we will have avadudi
in liquid resources comprised of the following:

®

resources.

@ In January 2001, Global Crossing Holdings Ltd &
through a prvate placement. The procesds have besa
consisting of loans under our senfor credit facthity.

o
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e OnJuly 11, 2000, we entered into an agreement to sell our TLEC st
million. Net proceeds from the sale are expected to be approximately °
a short-term bridge loan and income taxes. We expect the sake to clos

Based on the above, we expect we will have sufficient resources to fusd onr ¢
These projections assume we do not dispose of any of our strategic vestme
significant transfer restrictions.

In April 2000, we issued 21,673,706 shares of our commaon stock for tet proge
million and 4,000,000 shares of 6¥:% cumulative convertible praferred stock at 2 :
$250 per share for net proceeds of approximately $970 million. Tn May J000, pursgant i

option held by the underwriters of the preferred stock, the Compary tssuzd ¥ 5
6¥: % cumulative convertible preferred stock for net proceeds of approsin
proceeds of these offerings for general corporate purposes, principally capital for the e

In August 2000, we amended and restated the terms of our existitg sefuog se
increasing the corporate credit facility from 51 billion to $2.25 bithon. The amended
$1 billion revolving credit facility that matures in July 2004, a $700 million rvols
comverts to a term loan in August 2002 and matures in July 2004; ane a 8
Junte 2006, The borrowings under the facihtizs may be used {

{0, AGE

1 - b2 n
. pathon, mcky

gt pubhc off
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capacity sales. The finanaing terms provide for ins
believes that 11s extension of financing 16 its CUSWOMET
Liguidity.

The Company bas extended limuied amounis af §
,

Cash provided by operating acuvities was
31, 2000 and 1999, respectively. The increase is pna
sales over the prior year. Capacity sales increased in
portions of our global network, praviding additional capacity fuve st
by an increase in cash used for operating expanses such as general an
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and other operating costs. The increase in our operating costs were prmarty <
past year due to our 1999 and 2000 acquisitions, as well as growth m our exst
acquisitions had only a partial year of cash requirements in 1999 compared

acquisition of IPC and IXnet also increased the use of cash for ope ratng o

Cash used in investing activities was $4,427 million and $4.043 suihon fo
2000 and 1999, respectively, The $384 million increase is attributed tos awy e
purchase of property and equipment in the current year offset by a deg
2000, several portions of our global network were completed which resultad
purchasng of property and equipment of $2,327 million over 1999, This e
decrease in cash used for acquisitions compared to 1999. in 2000, cur metger
for stock transaction compared to 1999 in which $2.457 million of cash was o

¥

it tog 344

i

Cash provided by financing activities was ,_,{\&h m,nm :md 34, EW‘? e t§

the repayment of debt in 2000 as compared to 1999.

We have a substantial amount of indebtedness. Based upen the curren) ke
management believes that our cash flows from operations. together with avarkahie
facility, and our continued ability to raise capital. will be adequate o meet onr a5
working capital, capital expenditures, acquisitions and cther i
scheduled principal payments for the foreseeable future. There can be 12‘, i

W111 continue to generate cash flow at or ab{wg currnnt nr'wzli m if‘w curretit]

will be Adequate to meet our annupated requxre,m“m_& im g iam‘
other discretionary investments, mtnrut payT ments and %hummx

Euro Conversion

On January 1. 1999, a single currency called the Buro was ¢
member countries of the European Union agreed to adopt the
Fixed conversion rates between these countries’ existing cugren
established as of that date. The legacy currencies are scheduted o ron
countries between January 1, 1999 and January 1, 2002 {not fatey this
period, parties may sette transactions using either the Bure or & participuaiby

As most of our sales and expenditures arc denonrinated in Uniteed
that the Euro conversion will have a material adverse impact on our bt

the cost of system modifications to be material and we will continue o pvaluu

Inflation

We do not believe that our business is impacted by tnflation tor a signif
general economy.




ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RIS
Interest Rate Risk

The table below provides information about our market sensitive financial i
“forward-looking statement.” Our major market risk exposure is changing e
manage interest rates through vse of a combination of fised and foating rate deb
used to adjust interest rate exposures when appropriaie, based upon market camditoss,
not engage in such transactions for speculative purposes.

Expected maturity dates 2001 2002 2061 2004 2085 s Therssfler  Tomat
fis tnitlonts
DEBT
914 % Senior Notes due 2009 ... .. ....... ... §m F— Fm Fee B
Average interest rates—fixed .......... ...
Q%% Senjor Motes due 2006 .. ...... ... . ... — — - e .
Average interest rates—fixed ...
9%% Senior Notes due 2008 .. ... . ......... —_ — - o e

Average intersst rates—iixed .. .. ... ..
Asia Global Crossing 13% % Senior Nows Dde
2000 ... e — - —
Average interest rates—fixed ...
Senior Secured Credit Facility—Revolving .. . -~ — wm 1A
Average interest rales—vanable ... .. .. S
Senior Secured Credit Facility—Term Loan B .. .. 2 4 4 E
Average interest rates—variable
ILEC BridgeLoan ... ... ... ...
Average interest raws—vanable ... .. C
Medium-Term Notes, 8.8%-9.3%, due -ﬂOS w0
3021
Average interest rates—iixed
7% Senior Notes due 2004 . ... .. ..........
Average interest rates—fixed . ... ... ...
6% Dealer Remarketed Securities (“Drs™) Due
2013
Average interest rales—variable ... ... .. S
Pacific Crossing Term Loan A-1... ... ...... 10 RTINS 2 S &
Average interest rates—vanable . .
Pacific Crossing Term Lozn B
Average interest rales—variable .. ...
Other. ..o
Average interest rates—vanable
DERIVATIVE INSTRUMENTS
Interest raie swap foating for fixed—
Contract notional amount ... ...... .......
Fixed rate paid by counterparty
Floating rate paid by GCL. ................
Interest rate swape fixed for floating—
Contract notional amount
Fixedrate paid by GCL ...............
Flaating rate paid by counterparty

2
i
i

ok
G

i
Jy

(a) The interest rate is US doller LIBOR + 2.25% which was 9§
(b) The interest raie is British pound LIBOR + 2.753% which was 9.
(¢) The cost of funds, including certain ongoing bank fees, is approximately
commercial paper note. As of December 31, 2000, the fnaacing cost of the
(d) The interest rate is fixed at 6.0% until October 2003, At that e, the i ;
has the option to remarket the notes at prcvaxims. intersst rags o e
(e) The interest rate is | month US dollar LIBOR + 2.23
(f) The interest rate is 1 month US dollar LIBOR + 2.50%,
(g) Various fixed and floating-rate obligations with ef’fect_.ive En:ﬂr‘c t £
(h)
(1)
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Foreign Currency Risk

For those subsidiaries using the U.S. dollar as their functional currency, trans tow adpast
recorded in the accompanying condensed consolidated statements of operations. None of our ¢
adjustments were material as of and for the years ended December 31, 2000 and 19U

Fat

For those subsidiaries not using the U.S. dollar as their functicnal currency, ass
wranslated at exchange rates in effect at the balance sheet date and income and o3
exchange rates during the period. Resulting translation adjustments are recorded d
component of shareholders’ equity. As of and for the vears ended December 31,
foreign currency translation losses of $138 million and §21 million. respectively.
31, 1998, the wanslation losses were immaterial.

W b

ar ended D

We use foreign currency forward transactions ta hedge exposure to fersign correney excha
fuctuations. The Euro was the principal currency hedged by us. Changes o the vahue of forward
exchange contracts, which are designated as hedges of forergn currency denpiminated assets ad Trabdi
classified in the same manner as changes in the underlying assets and Habilities.

FTEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY RATA

See the index included on page F-1, Index to Consolidated Financial Stateienty and S

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON Ad
FINANCIAL DISCLOSURE

None.




PART 11
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The information required by this ltem is incorporated herein by reference o

Lee 494

proxy statement for the Company's Annual General Meeting of Sharehofders o b

ITEM 11. EXECUTIVE COMPENSATION

The information required by the Item is incorporated herein by reference o the
proxy statement for the Company’s Annual General Meeting of Sharcholdors te b
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL (W]

The information required by this Item is incorporated herewn by referense to th
proxy statement for the Company’s Annual General Meeting of Sharehotder 1o e

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSA

The information required by this Item is incorporated lierein by

3¢

4



ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON Fraaat Bl

3 Amendment No. 2 to the Frontier Merger Agreanent, dates) &

4 Sale and Purchase Agreement, dated as of April 2, 19%

7 Letter Agreement, dated as of May 16, 1599, between the

8 Termination Agreement, dated as of July 18, 1699, bt

PART IV

(a) List of documents filed as part of this report:

1. Financial Statements—Included in Part II of this Form 10-K:

Consolidated Balance Sheets as of December 11, 2008 and 1699

1998.

Consolidated Statements of Cash Flows for the vears ended Devemins 31 18

Consolidated Statements of Comprehensive Loss for the years ended
1998,

Notes to Consolidated Financial Statements
2. Financial Statement Schedule—Ineluded in Part 11 of this Form bR
Schedule 11— Valuation and Qualifymg Accounts

3. Exhibit Index:

Exhibit
Number Exhibit
2.1 Agreement and Plan of Merger. dated as of March 16, 1999 the °F
1999 8-K™)).
2.2 Consent and Amendment No. | to the Frontisr Merger Agre
the Registrant, GCF Acquisition Corp, and Frontier Carp
Exhibit 2 to the Registrant’s Current Report on Form §-
8-K").
2

Registrunt, GCF Acquisition Corp. and Frontier Corgaration i
the Registrant’s Current Report on Formy 8-K filed on Septamber 3, 14
8-,

Registrant (incorporated by reference to Exlhibit .1 to the Re
filed on July 16, 1999 (the “July 16, 1999 8-K" 1.

5  Amendment to the Sale and Purchase Agreement, dated as of J
Wireless plc and the Registrant (incorporated by

EE

(incorporated by reference to Exhabit 2 1o the Re
21, 1999 (the “May 21. 1999 8-K'")).

by reference to Exhibit 99 to the May 21, 1999 &

(incorporated by reference to Exhibit 101 10 the Re
July 20, 1999 (the “July 20, 1999 8-K"1.

4t



1

Exhibit
Number

29

=2
—_—
—

o
—
2

(98]

33

3.4

39

3.10

N

Extibit

Sale Agreement, made on October 10, 1999, betwee
Racal Corporation, Racal Electromies Ple and the Re
to the Registrant’s Current Report on Fors 8K file
8-K' .

Lol

Agreement and Plan of Merger, dated as of Febivary
Sub Corporation, IPC Communications, Ing., IPC Infk
Corporation and 1Xnet, Inc. {incorporated by reference
Report on Form 8-K filed on March 2. 2008 (the “%

fEEARINEY i,
Stock Purchase Agreement. dated as of July 11, 2008, by »

North America, Inc. and Citizens Communicat
to the Registrant’s Current Report on Form 8K

Agreement and Plan of Merger among Exodus
Global Crossing GlobalCenter Heldings. Ing., G
Global Crossing Morth America. Ine.. datad ws of Sep =
the Registrant's Current Report on Form 8-K dated Sepembs

C

Memorandum of Association of the Regisirant (n 5
Registrant’s Registration Statement on Form 5148 Glad o §

[ et
by reference to Exhibit 3.3 to the Registrant’s Reges
1998 (the “July 23, 1998 S-I/A"

Centificate of Incorporation of Change of Name of the B

Memorandum of Increase of Share Cap
reference to Exhibit 3.4 to the July 23, 1998 &.

Memorandum of Increase of Share Capital of fw He
by reference to Exhibit 3.1 to the Registrant's
1999 (the "“November 15, 1999 100773

Bye-laws of the Registrant as in effect on Qotober 14
to the November 15, 199¢ 10-03).

Memorandum of Association of Globsl
Exhibit 3.1 of Global Crossing Heldings Lid's
No. 333-61457)).

Bye-laws of Global Crossing Holdings Luf. €isoepe
Crossing Holdings Lid.’s Registration Stat ‘

Certificate of Designations of 6 Cumnalative Loy
Movember 5. 1999 (incorporated by refererve te Eabubi

Certificate of Designations of 7% Cumudatrve €3

Registration Statement on Form $-4 (File Ne.

13341

Centificate of Designations of 6%:% Coymulative Convert
Registrant, daied January 12, 200 (incorporated § &
Annual Report on Form 10-K filed on Marel I 1
Cenificate of Designations of 6% % Cumulanes €

April 14, 2000 (incorporated by reference w Babuby 3
Form 10-Q filed on May 15, 2000 (the "My 13



Exhibit
Number

4.1

4.4

10.1

10.2

10.4

10.5

consolidated assets of the chistmm. The Regisimm agrees
any instrument relating to long-term debt. '

Exhibit

Centificate of Designations of 1042 % Sentor Exchangeabls Preforsed Stoc
Crossing Holdings Ltd. dated December 1. 1998 Gneoeporated by refy
Exhibit 3.2 to the Global Crossing Holdings Ll Registration Stazes
December 22, 19983,

Indenture, dated as of May 18, 1998, betwecn (Hobat ©

Company of New York, as Trustee (incorporated by refer
Holdings Lid. Registration Statement on Form S5-4 files i 0% f

Supplemental Indenture, dated as of June 25, 1999, betwsen Glob
United States Trust Company of New Yark. to the Indemare dased
by reference to Exhibit 4.4 to the Registrant’s Regutrution Stutoment
1999).

Amended and Restated Credit Agreement dated a5 of August

Facility™) among Global Crossing Lid., Global Crossng Hok
America, Inc., the Lenders party thereto and ’“rn: Chase Manh
(incorporated by reference to Exhibu 4.1 to the R
November 14, 2000).

Amendment No. 1. dated as of August 10, X

Project Development and Construction Contract, datud
Submarnne Systems, Inc. and Atlantic Crossing Lulb
by reference to Exhibit 10.2 to the July 23, 199% ‘s

Project Development and Construction Contract, dated as of A
Systems, Ltd. and Pacific Crossing Lid. tincorporated by refers
1998 S-1/A).

Networks and Mid- Allanm Crmxm;__ l.‘d fine mmm@mi .,
1998 S-1/A).

Project Development and Constructiun Contract, t”.f&}kﬁ"i 4%
Systems, Ltd. and Pan Amencan Crossing Ltd. finans
Registrant’s Quarterly Report on Form 100 filed an Mowe

nf 1*-;’ ;

Project Development and Construction Contract, dated as of
Networks and South American Crossing Ltd, fineorpe
Crossing Holdings Registration Statement on Form 54 G
333-94449)) (portions have been omitted pursuam to a reg
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Exhibit

Number

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10,19

Lease made as of October 1, 1

19499 buwccn \Dnn f “reseent L{ca’i%‘}: %, Lug

Voting Agreement, dated as of March 16, 1999, wmong certai sha
thereto, Frontier Corporation and, for certain purposes oily. the R
to Exhibit 10.2 to the March 19, 1999 8-K).

Second Reaffirmation of Voting Agreement and Sbare I“r m» v P
September 2, 1999 (incorporated by reference to A
supplement mcludw in the Registrunt's Registration *ﬂ&t*n i
1999 (the “'September 8, 1999 S-47).

wd b

Global Crossing Lid.. certain sharcholders of Fronter C
(incorporated by reference to Annex §-C to the joint pro
in the September 8, 1999 §-4).

Share Transfer Restriction Agreement. dated as of Septer

Tender Offer and Purchase Agreement, dated as of May 16

WEST, Inc. (incorporated by reference to Exhibit (e¥Zyto U 8 %
May 21, 1999).

Standstill Agreement dated as of May 16, 1999 baw
(incorporated by reference to Exhibit ()4} o U §7
1999).

Voting Agreement dated as of May 16, 1999 betwers U 5
(incorporated by reference to Exhibit €}(3) e U 5 ¥
1999),

Tender and Voting Agreement dated as of May 16, 199
the sharcholders party thereto (incorporated by rafsren
Schedule 14D-1 filed on May 21, 1999}

Agreement dated as of May 16, 1999 amanyg the R
(incorporated by reference to Exhibit 2}y U 8
1999).

¥
¥%

Transfer Agrecment dated as of May 16, 1999 among ﬁw
thcxeto (incorporated by reference to Exhibit {€)(8
1, 1999).

Amendment No. | dated as of July 18, 1999 o Tender
May 16, 1999 between the Registrant and U § Wi
to the July 20, 1999 §-K).

wess G
Registrant (incorporated by reference to Exhibit He3

Agreement, dated as of July 18, 1999, between (v

A4



Exhibit
Number

10.21

10.22

10.23

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.33

10.34

Agreement, dated as of July 18, 1999, between Citoha
Communications Intemational Inc. rmmqmmtuf tey refa

purchaserq of thc Rt_glstmm s ﬁ‘“ % Lumv!.m\v

(incorporated by reference to the Registrant’s Registration
2000 relating to such securities).

Registration Rights Agreement dated as of Nayve

purchasers of the Registrant’s 7% Cumulagve Conver
(incorporated by reference to the Registrant’s 24
2000 relating to such secunties).

Subscription and Sale and Purchase Agreennznt,
Whampoa Limited, Hutchison wi*"mfmmmu !
Limited (incorporated by refersnoe 1o Exbulnt .=5
Siatement on Form $-4 fled on Janaary

daged

Registration Rights Agreement dated as of
Holdings Ltd. and the il purchasess of
2007 (filed herewith),

Option Limitation Agreement, diated 35 ol
Communications, Inc.. IXnet Inc.. ad the w
Exhibit 10.3 1o the Registrant’s Curvemt Ropest o

1998 Global Trossing Ltd. Stock burentive Phe
(incorporated by reference to A A fee the Heg
filed on May 8, 2000).

Form of Non-Qualified Stock Opton Agteg
reference to Exhibit 10.2 to the Nevanibey

Global Crossing Senior Executive Inceative Conng
Annex B to the Registrant's definitive pro

Global Crossing Supplemental Retrement Savings Plam an oy
2001 (Aled herewith).

Employment Agreement dated as of Pebauary 14 B
(mcomoraud by reference o Exhibt 108 to the B
May 10, 1999).

Letter agrecment dated Mareh 2. 28
dated as of February 9. 1999 hotwe
reference o BExhibit 104 of the Hegotrmnt's May

Executive Contract dated March 25,

(incorporated by reference to Exhabat
filed May 14. 1996).

Amendment dated May 1, 1999 tr Exee
Corporation (incorporated by reference



Exhihit

Number

13.36

10.39

10.40

10,41

10.42

10.43

10.44

10.45

10.46

10.47

10.48

10.49

Foxbubil
Executive Contract dated January 1. 1998 between Jowyp
(incorporated by reference o Exhibit 10.22 tx Frontss €
filed March 26, 1998).

Amendment dated May 1. 1999 1o Executive Contract bot

Tl

Corporation (incorporated by reference to Extubir 10, 0 g O TS

Employment Agreement dated as of December 3199 by
(incorporated by reference to Exhibn 1036 10 ¢ e K
March 16, 2000).

Employment Anr"emr’m dated as of Dovamber 3,
(incorporated by reference to Exhibit 10,33 w the
March 16, 2000).

Clarification letter dated Apnil 17, 2000, relabng o the

December 5, 1999 between the R.Lgiﬂrm’ﬂ amt Lao
Exhibit 10.5 to the Registrant’s May 15, 2008 17

Employment Term Sheet dated as of Aprl 26, I

LS,

(incorporated by reference to Exhibit 10.46 zim Reg

Emplovmum erm Sheu dated as of '\,&’ .

herewi'th).

Promissory note dated as of November 14, 2000 betwars T
Development Co. (filed herewithy,

Form of Change in Contrat Agreement batween the |
Registrant approved by the Board of Direciurs s b

The Global Crossing Ltd. Deferred Compensation Flas
Exhibit 4.1 to the Registrant’s Registration Stdumant of

The Global Crossing Lt Deferred Compansit
Exhibit 4.2 to the Registrant's Registrunos St

¥

Subordinated Note-A hetween the Regis
2000 (incorporated by reference o
Form 10-Q filed November 20, 20040

v

trant and At
Subit db 1

Form 10-Q filed November 20, Z(}{P{'}‘;.

Promissory note dated as of March 20, 2001 betw
Co. (filed herewith).

Computation of Ratio of Earnings to Fixed Charges

Subsidianes of the Registrant (filed herewitls

Consent of Arthur Andersen (filed herewiths




(b) Reports on Form 8-K.

During the quarter ended December 31, 2000, the following reporss on |
Registrant:

L

1. Current Report on Form 8-K dated September 28, 2000, {date of ex
October 17, 1999, for the purpose of reporting, under Trem &, the axe
GlobalCenter to Exodus Communications, Inc.

I_‘\J

3 i psevE
Jt gvint ¥

Current Report on Form 8-K dated October 11. 2000 ¢dute of carki
October 12, 1999, for the purpose of filing. under Ttam 3. the apy
Chief Executive Officer.

(¢} See Item 14(a)(3) above.

' {d) See Item 14(a)(2) above.

——d

e




Report of Independent Public Accoumtants . ... ..

Financial Statements as of Decembar 31, 2000 and Dk
December 31, 2000

A TRLIE

Consolidated Balance Sheets , .. .. ... ... .. ...

Consolidated Statements of Operations

Consolidated Statements of Sharcholders” Bagay ... ... o

Consolidated Statements of Cash Flows . . .
Consolidated Statements of Comprehensive Lass
Notes to Consolidated Financial Statements .. .

Scheduie;

Schedule [I—Valuation and Qualifving Accoants . ... .

s e

b
e
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REPORT OF INDEN

To Global Crossing Ltd.:

e have audited the accompansmy o
company} and subsidiaries as of Decarubar E
operations. shareholders’ equity. cash flows
December 31, 2000. These ﬁﬁﬂﬂ". A siaomenis
management. Qur responsibility 15 1o express &

We conducted our audrits m accordang w
Those standards require that we p.i;m E
financial statemenis are free of 5
supporing the amounts and «;‘iﬁu; L
accouniing principles used and
financial statement presentatron. B

in our opimon. the fnen
financial position of Globai Cr
of their operations and ty
with accountng pnnciples

As explained in Note 2 o the
changed its method of accounting for
Company changed its metliod of acconnt

by

Our audits were made for the purpess
whole. The schedule listed 1n the Index w0 O
purposes of complying with the Securit
financial statements. This schieduls bs been
basic financial statermems and, m o o
be set forth therein i relation to the B2

ARLE

/s/ ARTHUR ANDERSEN

Arthur Andersen

Hamilton, Bermuda
Febmary 14, 2001

pan
b
P



GLOBAL CROSSING LTD. AXD 8

COMSOLIDATED BaLANCE
(in millions, except share and per share il

ASSETS:
Current assets:

Cash and cash equivalenss .. .. ... |

Restricted cash and cash equivalents | B

Accounts receivable, net of a hm:mu for doub
$84in 1999 ... Lo

Note receivable ... ... . ... ..

Other assets and prepad cosis

Total current asseis .

Restricted cash and cash equivalents
Property and equipment, net . ... L.
Goodwill and intangibles. net of accunuilaiod

1999 Lo
Investment in and advances w/from affitiates. net
Otherassets ................ ... ......
Net assets of discontinued operatipns . .. .

Total assets

LIABILITIES:

Curren: liabilities:
Short-term borrowings e
Accounts payabie . . ..., ... .. Ce
Accrued construction costs
Other current liabilities

Total current lHabilities
Long-term debt

Towl habtlites . ... ... ... .. ... . ...
MINORITY INTEREST .. ... ... ... .. ... ..

MANDATORILY REDEEMABLE AND CUMULATIVE ¢
STOCK .. .o
SHAREHOLDERS' EQUITY:
Common stock, 3,000,000.000 sheres authorized, por v
606,339,273 and 799,137,142 chares issusd as of §
respectively . ... L L
Treasury stock, 22,033,758 shares . e
Additional paid-in capital and other sharcholdery” sopndy . .
Accumulated deficit

Total liabilities and sharcholders’ equity

The accompanying notes are an integral post of 4

B



GLOBAL CROSSING LTD. AND SUBSTDIARIE

CONSOLIDATED STATEMENTS OF OPERATIONS
(in millions, except share and per share inforation)

5

&t

REVENUES %
OPERATING EXPENSES:
Cost of access and maintenance
Other Operaling eXPeMmSes . . ..« oo v v e an s
Depreciation and amoriization ... .......... ..
Termination of advisory services agreement . . .

OPERATINGLOSS . ... ... . v oot
OTHER INCOME (EXPEN SE ):
Equity in (loss) income of affiliates
Minority interest
Interest income
Interest eXpense ... ...
Gain from sale of subsidiary's common stock mxd CONCITE
IFANSACHONS L o ot e e e it e i
Other (expense) income, net . .. ... ..o
(LOSS) INCOME FROM CONTINUING OFERATIONS BEFORE
PROVISION FOR INCOME TAXES
Benefit (Provision) for income taxes .......... ... ..
(LOSS) INCOME FROM CONTINUTNG QPERATIONS . .
Loss from discontinued operations, net of income fas of 554 and
$19, resSpechively ...
LOSS BEFORE EXTRACRDINARY [TEM AND CLI i
EFFECT OF CHANGES IN ACCOUNTING PRINCIFL
Extraordinary loss on retirgment of deb . .. ... oo
Cumulative effect of change in accounting principle,
tax benefit of 33 and S1, respectively
NET LOSS S
Preferred stock dividends . . .. ... .. . o oo
Charge for conversion and redemption of preferred stock
LOSS APPLICABLE TO COMMON SHAREHOLDERS

LOSS PER COMMON SHARE, basic and difuted:
Loss from continuing operations applicable to comumon
shareholders

Loss from discontinued operations, ne

Extraordinary loss on retirement of debt

Cumulative effect of changes in accounting pringipiss, nat

Loss applicable to common sharcholders

Shares nsed in computing basic and diluted loss per shars

The accompanying notes are an integral part of 1

Fd



CONSOLIDATED STATEMENTS OF SHA
(in millions. except share information

Common Stock

Shares Amount  Share

Balance, Decernber 31, 1997 . . . 3257573932 3 03
Issuance of common stock for
cash ... ... ou - - -
Cash reimbursement t¢ cenam
shareholders .. ......... . . - -

Unearned compensation . . . . .
Amortization of compensation
CXPEOSE. . ... e e — e
PCG Warrants . .
Issuance of common smck in
exchange for lermination of

advisory services agreement . 14.210.5826 . e
Preferred stock dividends .. . — — e
Premium on rcdcmpxian of
preferred stock ... . e — N : ) .

Common stock transactions mm
certain shareholders . ... ..

Issuance of common stock 1n
connection with inttial public
offenng, net of $30,916 issuance

COSTS o oo v e e eiain e N t o a k5 y
Issuance of cornmon stock fmm
exercise of stock options . . .. 636 688 -
Netloss oo e e, . -
Balance, December 31, 1998 ... ... 33L776.248 &
Issuance of common stock from
exercise of stock options . . .. 10,05%.073 1t . . Ly
Income tix benefit from exercise of
stock options . .. .. .. L . o
Uncamned compensation. .. .. ... e o P e
Amortization of compensation
expense . - "

Issuance of common stock in
exchange for non-compete nghts
and bicenses .. 2230632 — o

Canccllation of shares issued n
connection with terminatad
merger with US West. ... .. (2.230.074; e o

Preferred stock dividends . . . e e e

Shares issued in connecton with

Frontier acqusiion . . % s
Shares issued for retirement of

debt ... .. - o . L0 LAY e -
Foreign currency lranelmm.

adjustment ... ... — e e
Unrealized gain on sccuntizs, net R - e f

Netloss ... ... ... .. s e

P




GLOBAL CROSSING LT ARD

CONSOLIDATED STATEMENTS OF SHAREHOL
{in millions, except shore infory

Commnn Stack Termm

Shares Aot

Balance, December 31, 1999 . R R R YR TS
[ssuance of commion stk from
exercise of stock optons . JER Soie b . -
Income tax bepefit from exercise of
stock options . ... .. . - s - & s - E:

Issuance of common siock o
convert preferred stock
Issuance of common stock for
cash .......... e R4
Preferred stock dividends ... ... = -
Shares issued in conneclion with
[XreUTPC acquisiton -
Unearned compensation . L e T
Amortization of compensavon
CXPENSE. ... ...
Unrealized gain on secuntigs, net. e -
Foreign currency wanslahon
adjustment
Other ..... ..
Net Toss

&

Balance at Decenmber 31, 2000




GLOBAL CROSSING LTD. AND SUBSID

CONSOLIDATED STATEMENTS OF CA
(in millionst

CASH FLOWS PROVIDED BY (USED IN) OPERATING ACTIVIY
Net Loss

Adjustments 10 reconcile net loss to net cash prowdm bg operating &t
Loss from discontinued operations - . . ... ... ..
Cumulative effect of change in accounting panciple . . . .
Depreciation and amortization ... ... ..
Extreordinary loss on retirement of debt . ..
Nan-cash portion of US West termination agreerment.
Termination of advisory services agresment ... .. ... ...
Gain from sale of subsidiary’s common stock and concumint il
Stock related expenses .. .. ... ... .. .
Equity in loss (income)} of affihates . . ..
Provision for doubtful accounts ...
Deferred income @axes .. ... ... . . .
Capacity available for sale excluding cmf‘ “\;‘"‘\ tores for oy ab
Minority interest {income) expense .
Other ..o ve it s
Changes in operating assets and habilities

Net cash provided by operating activities

CASH FLOWS PROVIDED BY (JSED BN} INVESTING ACTIVITIES

THY

Purchases of property and equipment .
Acquisitions of assets, net of cash acquired
Investments in and advances to/from affiiraies, st
Purchases of markelable securitics, net of sales
Proceeds from sale of uncounsolidated affifiate
Change in restricied cash and cash cquivaients

Net cash used in investing activities

CASH FLOWS PROVIDED BY (USED INy FINANCING
Proceeds from issuance of common stock, nel
Proceeds from issuance of preferred stock, rat -
Proceeds from short-term borrowings
Proceeds from long-term debt
Repayment of long-term debt ... ...
Redemption of prefered stock
Preferred dividends .. ......... ... S
Minority inicrest investment in subsidiary .

Finance and organizational costs incurred
Other

Net cash provided by financing activives

Cash (used in) provided by discontinued eperaunns
NET (DECREASE) INCREASE IN CASH AXD CASH B
CASH AND CASH EQUIVALENTS, beginning of yoar

CASH AND CASH EQUIVALENTS. cad of year

The accompanying noies are afm integral putt




GLOBAL CROSSING LTD. AND SUBRIDIARIER
CONSOLIDATED STATEMENTS OF CASH FLOY

{in millions)

SUPPLEMENTAL INFORMATION ON NON-CASH FINANCING ACTIVITIES
Common stock issued to holders of preferred stock

Common stock issued upon conversiun of debt

SUPFPLEMENTAL INFORMATION ON NOM-CASH INVESTING ACTIVITIER
Costs incurred for construction in progress and capasity avadable for sale
Increase in accrued construction costs .

Amortization of deferred finance costs . .
PCGWarrants . ... ............

Effect of PCL Consolidation

Cash paid for property and equipment . .

Non-cash purchases of property and cquipment
Transfer of capacity available tor sale to property and eguiprnent
Common stock issued for non-compete rights

Current and deferred income tax related to the perding drsposthon of busiptsas,

Detail of acquisitions:
Assels sequired ..
Liabilities assumed . . .

Common stock issued

Net cash paid for acquisitions
Cash acyuired in acquisitions

Cash paid for acquisition, including transaction fees

Investments in affiliates:
Preferred stock issued for investment i goint vesiire

Effect of consolidation of PCL..
Commitment to acquire capacity from jomat venturs
Note receivable upon sale of interest in ymnt vemsure

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMNTION
Changes in eperating asscts and habilitics:

Accounts receivable . ... .. L
Other Cument assets . .. .. oo v v en e o
Other long-term assels . . ... ........
Deferred revenue ., .. .. L.
Current labititics other than debt
Deferred credits and other

Cash paid for interest and income taxes:
Interest paid and capitalized . . ..

interest paid (net of capitalized mierest)

Cash paid for income taxes

The accompanying notes are an integral past of &

Fabi




GLOBAL CROSSING LTD. AND SUBSIDIARIESR

CONSOLIDATED STATEMENTS OF COMPREHE
(in millions)

Unrealized gain on securities, net of provision for income tuge A i
and $0.70in 1999 .. L. e

Comprehensive loss . ... .. .. o

The accompanying notes are aa integral part of thes

F.9



GLOBAL CROSSING LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATESMENTS

1. BACKGROUND AND ORGANIZATION

Global Crossing Ltd., a Bermuda Company ("GCL"” and, together with 12 con
“Company"} is building and offering services over the world's first integrated ghobuf 4
consisting of more than 100,000 announced route miles and serving four comtinents,
200 major cites. The Company serves many of the world’s largest corporasions, pr
managed data and voice services. The Company operates throughout the Americys, B
regions.

Global Crossing’s strategy is to be the premier provider of managed broadband ser
enterprises. The Company has adopied this strategy to take advantage of 1ts extensive it
(“IP""j-based fiber-optic netwark. The Global Crossing Network offers ity custo
combination of global reach and bandwidth. Through its Global Marme Systems st
provides installation and maintenance services for subsea telecommmications s

ST

Global Crossing Ltd. serves as a holding company for wg subsidiaries” eperat
Systems (acquired July 2. 1999}, Frontier Corporation (acquired Septe mb I8, T

Eh

Novembzr 24, 19993, and IXnet. Inc. and TPC Commurucations. Inc. {scquired Jone 14 M

2. SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been preparas
zenerally accepted in the United States. The Company s signtficant
folows:

""’; l!

a} Principles of Consolidation

The consolidated financial statements include the accounts of GCL and us
significant Intercompany transactions have been eliminated.

bj Use of Estimares

The preparation of financial statements in conformity with gensrally acoepled w
requires management to make estimates and assumptions that affeet the reperd
liabilities and disclosure of contingent assets and lLabilities at the dwte of the fie
reported amounts of revenue and expenses during the reporting periodd. Actund ws
from those estimates.

The Company's operations and financial performance may be affected by suners
changes in customer requirements. new Jaws and governmental reg,um?m;;,. il pd i
advances, entry of new competitors and changes in the willingness of faunciad ¢ s and
finance acquisitions and operations. The Company cannot predict whnely, #f # § thissay o oth
have a significant impact on the telecommunications industey in the Retune, nor car o presh

any, the occurrence of these or other events might have on the Company s opertons,

¢) Revenue Recognition

Services

Revenue derived from telecommunication and maintenance services. u.,,f ik
operating type leases, are recognized as services are provided. Payments revdrvad fn
relevant criteria for revenue recognition are satisfied are included in dafers
consolidated balance sheets. See note 2(p) for changes in revenue soeotnti
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GLOBAL CROSSING LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-—~(Continued)

(iperating Leases

In addivon, the Company offers customers flexible bandwidth products to multiple destinations and many
of the contracts for subsea circuits entered into are part of a service offering. Consequently. the Company
defers revenue related to those circuits and amortizes the revenue over the appropriate terms of the contract,

Accordingly, the Company treats cash received prior to the completion of the eamings process as defarrad
revenue.

Sales-Type Leases

Revenue from Capacity Purchase Agreements (“CPAs") that meet the criteria of sales-type lense
counting are recognized in the period that the rights and obligations of ownership transfer to the purchaser,
which occurs when (i) the purchaser obtains the right to use the capacity, which can only be suspended if the
purchaser fails 1o pay the full purchase price or fulfill its contractual obligations, (if) the purchaser is ebligmed
0 pay Operations, Administration and Maintenance (“OA&M™) costs and (iii) the segment of a system refated
to the capacity purchased is available for service. Certain customers who have entered into CPAs for capac

have paid deposits toward the purchase price which have been included as deferred revenue in the
accompanying consolidated balance sheets,

P
A

Prior to July 1, 1999, substantially all CPAs were treated as sales-type leases as described in Statement of
Financial Accounting Standards No. 13, “Accounting for Leases™ (“*SFAS 13™). On July 1, 1999, the
Company adopted Financial Accounting Standards Board Interpretation No. 43, “Real Estate Salzs. an
uerpretation of FASB Statement No. 66" (“FIN 43”), which requires prospective transactions o meet the
criterin set forth in Statement of Financial Accounting Standards No. 66, **Accounting for Sales of Real Estare™
("SFAS 66™) 10 qualify for sales-type lease accounting. Since sales of terrestrial capacity did not meet the new
eriferia, the terrestrial portion of CPAs executed subsequent to June 30, 1999 were recognized over the terms of
the contracts, as services,

For the years ended December 31, 2000, 1999 and 1998, $350 miilion, $728 milfion and $ 19 mitlion i
rewenue, respectively, was recognized using sales-type lease accounting.

Percentage-of-Completion

Revenue and estimated profits under long-term contracts for uniersea telecommunication installution bry
Global Marine Systems are recognized under the percentage-of-completion method of accounting, wherehy
sales and profits are recognized as work is performed based on the relationship between sctual costs incuread

and tot estimated costs to complete. Provisions for anticipated losses are made in the penod in which they
first become determinable,

Completed Contract

Revenue from product sales and related installation by IPC Communications, Inc, is recognized upin
completion of the installation except for revenue from sales to distributors, which is recognized npon shipment,
Under contract provisions, customers may be progress-billed prior to the completion of the installations. The
revenue related to these advance payments is deferred until the system installations are completed. Cantracts

for maintenance are billed in advance, and are recorded as deferred revenue and recognized ratably over the
contractual periods,



GLOBAL CROSSING LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-—(Continued)

di Operating Expenses

Operating Leases

CCosts of the network relating to capacity contracts accounted for as operating leases are treated as fixad
assets and, accordingly, are depreciated over the estimated useful life of the capacity.

Sales-Type Leases-——Naon-Cash Cost of Capacity Sold

Prior to October 1, 1999, the effective date of the Frontier merger. cost of salles for subsea circurts
fron-cash cost of capacity soldj were calculated based on the ratio of capacity revenue recognized 1n the peried
to yotal expected capacity revenue over the life of the network system, multiplied by the total costs wcurred to
sanstruct the network system. This calculation of cost of sales matches costs with the value of each sale
relative to total expected revenue. Uniil the entire system was completed, for purposes of calculating cost of
sades, the total system costs incurred included an estimate of remaining costs to be incurred to cofplete the
entire system plus the cost of system upgrades that management had the intent and ability to complete,
provided the need for such upgrades was supported by a third party consultant’s revenue forecast.

Begnamg October 1, 1999, the Company initiated service contract accounting and therefore hagay
depreciating all of its systerns; however, certain contracts still qualify for sales-type lease acconnaing. For these
transactions, the Company's policy provides for recording non-cash cost of capacity sold through deprocintion
and amortization in the period in which the related revenue was recognized. The amount charged o non-cash
cast of capacity sold relating to subsea capacity is calculated by determining the estimated net book value of
the specific subsea capacity at the time of the sale. The estimated book value includes expected costs of
capacity the Company has the intent and ability to add through upgrades of that system, provided the ueed for
such upgrades 1s supported by a third-party consultant’s revenue forecast.

Commissions and Advisory Services Fees

The Company's policy is to record sales commissions and advisory fee expenses and related payvaldes
upen the recognition of revenue so as 10 appropriately match these costs with the related revenue. Deder the
Advisory Services Agreement (“ASA™), which was terminated December 31, 199§, the Company paid PCG
Telecom Serviees LLC ("PCG Telecom™) and its affiliates 2% of revenue for advisory services performed.
Under the Sales Agency Agreement, the Company paid Tyco Submarine Systems Lid. (" TSSL™1 4 cotmmission
based on a percentage of revenue from the sale of capacity on cenain of the Company s
comnmussion agreement with TSSL tenminated effective February 22. 2000.

vsterns. The

¢} Cash and Cash Equivalents, Restricted Cash and Cash Equivalents (Current and Long Termi

The Conipany considers cash in banks and short-term highly liquid investments with an original maturicy
of three months or Jess to be cash equivalents. Cash and cash equivalents and restricted cash and cash
equivalents are staied at cost, which approximates fair value. Restricted cash balances at Decermber 31, 2%
and 1999 were $146 million and $155 million, respectively. Included in these balances are restricted funds for

the construction of our PC-1 system of $146 million and $138 million at December 31, 2006 ancd 1995,
reapectively.,

11 Properry and Equipment, net

Property and equipment. which includes amounts under capitalized leases, are stated at cost. nat of
depreciation and amortization. Major enhancements are capitalized, while expenditures for repars and
mamtenance are expensed when incurred. Costs recorded prior to a network segment’s complezion are refle

ed xy

ot
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GLOBAL CROSSING LTD. AND SUBSIGIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-—(Continued)

as construction in progress, which is reclassified to property and equipment at the date each segment of the
applicable system becomes operational.

Canstiruction in progress includes direct expenditures for construction of network systems and s stated oy
cost. Capitalized costs include costs incurred under the construction contract; advisory. consulting and legal
fees: soterest; internal labor and operating costs: and amortized finance costs incurred during the construction
phase. Once it is probable that a cable system will be constructed, costs directly identifiable with the cable
systent under development are capitalized. Costs relating to the evaluation of new projects incurred prior to the
date the development of the network system becomes probable are expensed as incurred.

Interest incurred and directly identifiable with a cable system, which includes the amortization of defersed
finance {ees and issuance discount, is capitalized to construction in progress.

Depreciation is provided on a straight-line basis over the estimated useful lives of the assets, with the
exception of leasehold improvements and assets acquired through capital leases, which are depreciaied over the
lesser of the estimated useful lives or the term of the lease. Estimated useful fives are as foliows:

Butdings . .. 100 vaues
Leaschold improvements T35 vears
Furniture, fixtures and equipment
Transmission equipment

»

-3

{3

5

............................................... 7-2
Beginmng October 1, 1999, the Company commenced service contract accounting. Carrying amoutits
related o in-service subsea systems were reclassified from capacity available for sale o deprecrable assets, and

are being depreciated over their remaining economic useful lives.

When property or equipment is retired or otherwise disposed of, the cost and accumulated deprechtion age
relieved from the accounts, and resulting gains or losses are reflected in net income.

gl Gaodwill and Intangibles

Costs in excess of net assets of acquired businesses are amortized on the straight-line method aver 3 10 23
years, Ameortization expense for the years ended December 31. 2000 and 1999 was approsimately 3483 miflon
and 873 million, respectively. There was no amortization expense in 1998.

In July 2000, the Company restated its financial statements to revise the estimated useful life of
31,500 million in goodwill related to GlobalCenter, acquired in connection with the Frontier merger on
September 28, 1999, from 10 years to 5 years. As a result. loss applicable to common shareholdzrs” and Iogs
per share increased by $41 million and $0.08 per share, respectively, for the year ended December 31, 1909
The restatemnent had no impact on cash Aow or compliance with our debt agreements.

i Impuairment of Long-Lived Assets

The Company periodically evaluates whether facts and circumstances have occurred that indicate the
carrying amount of a long-lived asset may be impaired. If an evaluation is required. the estimated futurg
undiscounted cash flows associated with the asset are compared to the asset's currving amount to desermine i
whg-down 10 market value or discounted cash fow is required.

%
¥
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GLOBAL CROSSING LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
iy Investments

Inwestments in which the Company does not have significant influence and in which the Company holds
an ownership interest of less than 20% are recorded using the cost method of accounting. These investments
eoveres] under the scope of Statement of Financial Accounting Standards No. 113, "Accounting for Cettain
investiments in Debt and Equity Securities™ are classified as “available for sale” and are carried at estimated
Fair value with any unreahzed gain or loss, net of tax. included in other shareholders’ equity. The Company
saviews the fawr value of its invesunent portfolio on a regular basis to determine if the fair value of any
yndrvidual \nvestment has declined below s cost and if such decline is other-than-temporary. The Company
covnstders a deching to be other-than-temporary if the fair value of the investment has remained below 115 e
basts for mote than six months and will then write-down the investment to its fair value. The write-down
e inctuded in the statement of operanions as a realized loss in the period in which the decline was deemes

e other-than-temporary. For the years ended December 31, 2000 and 1999. realized gains and losses seere nos
wtenial onoan individual or aggregate basis.

1y
¥

Pa

Eey

The eguity method of accounting is applied for investments in affiliates. if the Company owns an
megate of 20% o 50% of the affiliate and if the Company exercises significant influence over the aftiliste.
The equity method is also applied for entities in which the Company’s ownership is in excess of 309 but over
whigh the Company is unable 1o exercise effective control, due to minority shareholdars participating
sigificant decisions in the ordinary course of business.

it Deferred Finunce Costs

Costs incurred to obtain financing through the issuance of senior notes and long-term debt have been
seffegted as an asset included in other assets in the accompanying consolidated balance shects. The fnonciag
cowsts relatmg to the debt are amornized over the lesser of the term of the related debi agreements or the
expected payment date of the debt obligation using the effective interest rate method. In 2000, 1999, and 1995,

tin long-term debt was extinguished, at which time the remaining balance of unamoruzed diseount and
efferning costs was written off and included in extraordinary loss on retirement of debt.

e~

During the construction period, the amortized portion of deferred financing costs relating to semnr notes
and tong-term debt are included in construction in progress as a component of interest capitalized or tecorded
45 HMUETEsl expense.

&) Financial Instruments

The Company uses derivative financial instruments to reduce its exposure 1o adverse Huctuntions i
interest rates and foreign currency exchange rates. The Company has established policies and procedures for
nsk assessment and the approval, reporting and monitoring of derivative financial instrament activiues. The
Company does not enter into financial instruments for trading or speculative purposes. Accordingly, fimaneial
mstruments are presented on the accompanying consolidated balance sheet at their carrving values. which
approximates their fair values. Fair values are based on market quotes. current interest rates or management
gshimales, as appropriate.

The Company has entered into forward currency contracts, hedging the exchange nsk on cormiticd
HE §

dgn currency transactions. During 2000, 1999, and 1998, the gains and losses on these contracts ware
recogmzed at the time the underlying transaction was completed.

As discussed in Note 10, the Company has entered into interest rate swap transactions to hedge #s variable
and fixed mterest-rate exposure on debt. Hedge accounting was applied in respect of these instruments;
e

ardingly, the net cash amounts to be paid or received on the agreement are accrued and recognized as an
adjustinent 1o interest expense on the related debt.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
& mecome Taxes

‘The Company recognizes current and deferred income tax assets and liabilities based upon all events that
+» been recognized in the consolidated financial statements as measured by the enacted tax laws. The
iim pany accounts for income taxes in accordance with SFAS No. 109, “Accounting for Income Taxes”™

m} Effect of Foreign Currencics

Fer those subsidiaries using the U.S. dollar as their functional currency, translation adjustments are
reenrded in the sccompanying consolidated statements of operations. For those subsidiaries not using the 1.5
lar 35 their functional currency, assets and labilities are translated at exchange rates in effect at the balance
et date and income and expense accounts are translated at average exchange rates during the period.
piting translation adjustments are recorded directly 1o a separate component of shareholders’ equity and are
refiscted in the accompanying statements of comprehensive loss.

Tive Company’s foreign transaction losses for the years ended December 31, 2000 and 1999 were
S44 million and $26 million, respectively. The effect of foreign currency wansactions in all periods prior to the
it ended December 31, 1999 were immaterial.

nt Xeeck Opticn Plun

The Company accounts for stock option grants in accordance with Accounting Principles Board Opinion
Mg, X8, “Accoosrtng {or Stock Issued to Employees™ (“APB 25"), and. accordingly. recognizes compensation
expenss for stock option grants to the extent that the estimated fair value of the stock exceeds the exercise price
of the aption at the measurement date. The compensation expense is charged against operations ratably over the
westing pertod of the options.

a3 Concentration of Credit Risk

The Company has some concentration of credit risk among its customer base. The Company performs
angoimg credit evaluations of its larger customers’ financial condition. As of and for the years ended December
31, 2000 and 1999, five customers represented 13% and 14% of the Company’s accounts receivable and 14%
arid 29% of the Company’'s revenue, respectively.

pl Changes in Accounting Policies

The Compuny adopted American Institute of Centified Public Accountants Statement of Position 98-5,
*Reparting on the Costs of Stars-Up Activities” ("SOP 98-57) in the first quarter of 1999. Accordingly. @ one-
ume charge of $14 million (net of income tax benefit), representing start-up costs incurred and capitalized
during previous periods, was charged against net income.

Bifective January 1, 2000, the Company adopted Securities and Exchange Commission (“SEC™; Staft
Accounting Bulletin 101, “Revenue Recognition in Financial Statements™ (“SAB 101™), which requires
amortzation of cortam starti-up and activation revenues and deferral of associated costs aver the longer of the
contract period or expected customer relationship. Previously, such revenues and expenses were recognized

wpan service activation. The net impact of SAB 101 reduced revenue by approximately $2 million and
4 amortization expense by approximately $11 million. The cumulative impact on the results of prior
; reflected as a $9 million (net of income tax benefit) cumulative effect of a change in accounting
;}vtmu; sle in accordance with the adoption provisions of this bulletin.
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~3
L

¢ Cran o Sale of Subsidiary Stock

e Company elected SEC Staff Accounting Bulletin No. 51, “*Accounting for Sales of Stock by a

ars” {“SAB 517) ia the fourth quarter of 2000, which requires the difference between the carrymg

m of the parent’s Investment in the subsidiary and the underlying net book value of the subsidiary after

e masmanes of stock by the subsidiary be reflected as either a gain or loss in the consohdated fimancial
snzements or reflzcied as a capital transaction. During 2000, one of the Company's subsidianses completed an
wminial public affenng that resulted in a gain as further discussed in note 7. As a result, the Company has glected
¢ the gan and any future gains or losses in the future resulting from the sale of a subsidhiary s stock
stpement of operatons,

in

ri Non-Monetary Transactions

The Company may exchange capacity with other capacity or service providers. These transactions are
agcounted for i accordance with Accounting Principles Board Opinion No. 29. “Accounting for Nonmonetary
Trunsactions”, where an exchange for similar capacity s recorded art a historical carryover basis and dissimilar
capacity is accounted for at fair market value with recognition of any gain or Joss.

5i Recent Accounting Srandards

Sratenent of Financial Accounting Standards No. 133, “Accounting for Derivative Instrumenis and
Hedping Activities™ (“SFAS 133"), as amended by Statement of Financial Accounting Standards No. 137,
“ Aveounting for Derivative Instruments and Hedging Activities—Deferral of the Effective Date of FASE
Statement Mo, 1337, and Statement of Financial Accounting Standards No. 138, “Accounting for Certaim
Derivative Instruments and Certain Hedging Activities”, is effective for the Company as of January 1. 2001,
5FAS 133 requires that an entity recognize all derivatives as either assets or liabilities measured at far valug.
The accounting for changes in the fair value of a derivative depends on the use of the derivative. The initial
adoption of these new accounting standards will not have a material effect on the Company's results of
pperations or its financial position.

£ Reclassifications

Certain prior year amounts have been reclassified in the consolidated financial statements to conform
SUTTERt year presentation.

3. MERGERS AND ACQUISITIONS

The following mergers and acquisitions occurred during 2000 and 1999 and have been accounted for in
the aceompanying consolidated financial statements under the purchase method of accounting for business
combinations. The purchase price for the 1999 business combinations were allocated based on the estimated
fair vadue of acquired assets and labilities at the date of merger or acquisition. The inittal purchase price for the
{Xnet/IPC Communications acquisition is based on a preliminary allocation. The Company with make final
purchase price allocations based upon final values for certain assets and habilities. As a result, the final
purchase price allocanon may differ from the estimate presented.

ner ine/ IPC Corununications, Inc.

On June 14, 2000, the Company completed its merger with IXnet. Inc. ("IXnet™). and its parent compmy,
I Communications, Inc, (“IPC"), resulting in IXnet and IPC becoming wholly owned subsidiaries of the
Company. IXvet shareholders received 1.184 shares of the Company's common stock for each owstanding
share of common stock of [Xnet and IPC shareholders received 5.417 shares of the Company’s commen stock
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for sach nutstanding share of common stock of IPC, for a total of 58.2 million shares of Global Cross
sommon stock. The purchase price of $3.2 billion reflects a Glubal Crossing stock price of $49.77 =er s
the average price before and afier the definitive merger agreement was entered into on February 22
nohudes long-term debt assumed and the fair market value of stock options issued by Globat Cross
purchase price and net liabilities assumed of $3.381 million has been allocated on a preliminary basis w
gosodwill and 18 being amortized on the straight-line method over 10 years.

1k

Global Marine Systems

On July 2, 1999, the Company acquired the Global Marine systems division of Cable & Wireless I
spproximately $908 million, consisting of a combination of cash and assumed indebiedness. 'Yh:'s ¥
eacess of purchase price over net assets acquired of $627 million. which has been allocated o g

will angd
ather itangible assets and is being amontized on the straight-line method over 3-25 vears,

Fronsier Corporation

resulting in Fronter becoming a wholly owned subsidiary of the Company. Frontier sharehalders ¢
shares of the Company's commeon stock for each outstanding share of common stock of Frontizr,
385 mullion shares of Global Crossing common stock. including outstanding and unexercised stx
purchase price of $10.3 billion reflects a Global Crossing stock price of $22!34s per share, the ave crist
price of Global Crossing common stock from September 1, 1999 through September 3, 199%, and mc.' fuddes
tong-term debt and Frontier stock options assumed by Global Crossing. The excess of purchase price over net
assels acquired, as adjusted for the sale of the ILEC and GlobalCenter businesses. of $6.54% milling was
allovated to goodwill and other intangible assets. Goodwill and intangible assets are being amortized oo die
straight-Tine basis over 5-25 years.

Racal Telecom

On November 24, 1999, the Company acquired Racal Telecom for approximately $1.6 billion i
Company entered into a £675 million (approximately $1,091 million as of December 31, 19093 eradit §
finance the acquisition. The excess of purchase price over net assets acquired of $1.477 militon was
goodwill and other intangible assets and is being amortized on the straight-line method over 6.23 vours.
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Pro Forma Cendensed Financial Informarion

The following unaudited pro forma condensed consolidated financial informaton of Giohal Crossing,
Cilobal Marine Systems, Frontier (as adjusted for the sale of the ILEC business and GlobalCenter), Racal
Telccom, the Asia Global Crossing joint venture and subsequent initial public offering {“[PO™) {see mote 7,
and [Xnet and IPC Communications, demonstrates the results of operations had the previously mentioned
soquisiions as well as related transactions been completed at the beginning of the periods presented.

Decersber 31,
2000 [ o]

funguditedy
(o millivws, sceept
share and per share data)

ROVEIUBS . . L $ 39358 5 3761
Loss from continuing operations . . .. ... .. e $ {1648y 3
Nt J08S . o e 5 (LO06y &
Lass from continuing operations applicable to common

sharcholders ... ..o $ (LUsly &
Loss applicable to common shareholders. .. ... ... . .. .. 5 (2339) &
Loss per common share:
L.oss from continuing operations applicable to common

shareholders basic and diluted . . ... ... ... ... ... ... $ (128§
Loss applicable to common shareholders basic and diluted. . . .. .. 5 (2.69)
Shares used in computing loss per share basic and diluted . . .. ... 869,130,969

4, DISCONTINUED OPERATIONS

Qn September 28, 2000, the Company’s board of directors approved a definitive merger agroement andar
which Exodus Communications (*"Exodus’) would acquire the Conpany's complex web hosting seevi
business, GlobalCenter, Inc., originally acquired as part of the Frontier merger on September 28, 199
108.2 million Exodus common shares. In January 2001, the transaction was completed and no loss ts exp
upon the sale. The Company’s beneficial ownership is less than 20% and the Compuny has no significan
mifluence over Exodus. While it is not our current intention to do so and contractual obligations wy Exadas
restrict our ability to do so, we may in the future dispose of some or all of sur investment in Exodus in
privately negotiated transactions, through a public offering upon exercise of vur contractual registration zights,
or otherwise, depending on market conditions and other factors. The Company’s financhal statements refloet
GlobalCenter as discontinued operations for all periods presented since the date of the Fronticr mary

¢

ey

gt

gjﬁ.‘iﬁ

On huly {1, 2000, the Company entered into an agreement to sell the Incunbent Local Exchange Cuarriar
(TLEC™ ) business segment originally acquired as part of the Frontier transaction, to Citrzens
Company (“Citizens™) for $3,650 million in cash, subject to certain adjustinents concerfing
tratnlities, working capital balances and performance measurements as defined in the purch £
agreement. In connection with this transaction, the Company and Citizens sntered into a strategie agreemaent fng
he Tompany to provide long distance services to the TLEC business. The Company's financial staterenss
reflect the financial position and results of operations of the ILEC business as discontinued operstions for all
perigds presented since the date of the Frontier acquisition. The sale is anticipated to be complated tn 2600
The Company anticipates income from discontinued operations; therefore, no losses have been acerued The
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estimated gaun (net of tax) from the disposal of discontinued operations has been reflected as 2 revaluation i
goodwill initally recorded upon the merger with Fronter.

December 3. Devember 35,
i 1

{in mitlionsy

Ralance Sheet Data:

ASSBIE & o o S4,609 S4.417
LEBBIES o o e e e {6k {45y
Net Assets of discontinued Operations .. ... o $3.949 33,968

For the Year  For the Year

Endud Ended
Decembier 31, Devermber 15,
2000 e

fin mittionss

Income Statement Dara:
REVETIUS © + o o e e e e e e e e e
BRDEISES vt

OPAMRHNE MCOMIE . . - - oot oo
IBEETESt FICOME, AL . o o et et e et e e e
OBEE CRPENSES .« - . o oo o oo e
Proviston [Or MOOME LAXES . . .. ottt oot i e e

$ (308

Emplevee benefit plans of discontinued operations

At December 31, 2000. the Company and Citizens Comimunications were in the process of nepotuing an
amendment to the Stock Purchase Agreement for the sale of the Company’s ILEC business. The wmendment
sravides for the wansfer of certain assets and liabilities related 1o the Company's qualified pension and other
post ratirement benefits from the Company to Citizens. Assets and liabilities for virtually afl retivees aned alk
iransferring active employees will be transferred upon the sale. The Company has recorded on s batasee
1 Dizcember 31, 2000 prepaid pension assets and other post cmployment benefit Habilities relbated o thuse
plans. The Company will retain only those liabilities and assets associated with certain actve, nen-fransterring
employees. Had negotiations and the saie been completed as of December 31, 2000, the Company wauld have
retained prepaid pension assets of approximately 31 2.7 million and other post employment benefit ubilities of
approximately $1.0 million.




GLOBAL CROSSING LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—{Continued}

3. PROPERTY AND EQUIPMENT

Property and equipment consist of the following:
December 11,
A 1aay
#n millisasy

ST E T R
BUildingS . . oo oo et
Leasehold IMProvements . ... ... ..o crnm o
Furpiture. fixtures and eqUIPMENt . ... ..ot
Transmission SqUIPMIENT . . . ... ..ot

Accumulated deprecialion . . ... ... ..o e e

CONSIFUCTON 1M PIOZTESS .« oo ot e e m e m s e

Total property and equipment, NEL .. .. ..ot

Depreciation expense for the years ended December 31. 2000, 1999 and 1908 was approsimatiely
5898 million, $376 million and $141 million, respectively. Included in depreciation expense for the years anded
December 31. 2000, 1999 and 1998 was approximately $274 million, $292 miltion and S1d) mithon
respectively, of non-cash cost of capacity sold.

6. INVESTMENT IN AND ADVANCES TO/FROM AFFILIATES

The Company's investment in affiliates consists of the following:
Drecrimber 3,
hiL PerE

T
o mdilious:

3

oA

Investment in Hutchison Global Crossing ... ... .. v
Investment in Pacific Crossing Ltd. . ... o i
Investment in Global Access Ltd. .. .. . oo I

Other investments and advances toffrom affiliates .. ................ ... fldy

Hutchison Global Crossing

On January 12, 2000, the Company cstablished Hutchison Global Crassing (“HGO™} with Hutehigon
Whampoa Limited (**Hutchison™") to pursue fixed-line telecommunications and Tnternet oppartunities tn Honag
Kong. For its 50% share, Hutchison contributed to the joint venture jts building-to-building fxed-ling
relecommunications network in Hong Kong and a number of Internet-related assets. In addition, Huichison hag
agreed that any fixed-line telecommunications activities it pursues in China will be carried vut by the joint
venture, For its 50% share, the Company provided to Hutchison 3400 mittion in &% Cumulative Canventible
Preferred Stock, Series B (convertible into shares of Global Crossing common stock at a vatg of per shister

21

af &
and committed to contribute to the joint venture international telecommunications capacity rights on the
Company’s network and global media distnbution center capabilities, as well as $50 miftion i cash.
Concurrent with the TPO by Asia Global Crossing (*AGC™) on October 12, 2000, the Conpany sokd 26
aggregate of 19% of its economic interest in HGC to Microsoft Corporation {*“Microsoft”™) and Seftbunk Corp.
(**Softhank™), the joint venture partners in AGC. The Company, Microsoft and Softhank immedinsly
contributed their entire interests in HGC o AGC.
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Pacific Crossing Lid.

gystem vs.hlch is owned and operated by Pacific Crossing Lud. (”PCL’ i3 'ﬂxe C‘}*ﬂ vany i
wnterest in PCL represented by a 50% direct votng interest and. through ene of the jomt ve

awned a further 7.75% economic non-voting interest. Upon the formation of AGT en ?‘\e;« en
Company contributed its interest in PCL to AGC.

On March 24, 2000 and effective January 1, 2000, the Company through AGE
PCL from 57.75% to 64.50% for approximately 321 million by acquiring the remans

FEETEY

partner. In connection with this transaction, the Shareholder Agreement was amendad, w ht;

T

Company 10 exercise control over PCL and resulted in the consolidation of PCL's fuancal 5
appropriate deductions for minority interest.

Giobal Access Lid.

In December 1998, the Company entered into a joint venture, Global Access Lid. { ‘Gﬁ L”

See note 7 for joint venture arrangements entered into by our sulbs
October 12, 2000.

7. ASIA GLOBAL CROSSING

On November 24, 1999, the AGC joint venture was established by the Company, Mt
AGC intends to be a leading pan-Asian telecommunications carrier providing Internzt, dota :
10 wholesale and business customers. In exchange for a majority interest, the © o
venture its development rights in East Asia Crossing (“EAC™) and its 8% intore ..
Microsoft each contributed $175 million in cash. In addition. Sofibank snd Microsoft comomit
total of at least $200 million in capacity purchases on the Company's network over 5 thirses
Softbank and Microsoft also agreed to use AGC's network in the region. subjeet te spent

5

Class A common stock at a price of $7.00 per sbare. The net proceeds. after di
and commissions and costs, were approximately $452 million. On November &,
500,000 shares of Class A comnmon stock at $7.00 per share in connection with the ex
underwriters' over-allotment option. The additional net proceeds were apgrosin
Company's economic ownership interest in AGC prior to the IPO wax §3% :
transactions this interest was reduced to 56.9%. In accordance with SAB 31, the Compuny o
$303 million on the IPO and concurrent transactions.
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As discussed in note 6, concurrent with the TPO, the Company sold an ag
economic interest in HGC to Microsoft and Softbank, with each receiving a 9.5%
the sale, all three ennties contributed their entire interests in HGC to AGC. Alse concurren
Company contributed its 49% interest in GAL 10 AGC.

AGC has entered into several joint venwres, including Digriel Crossing. Asia Global Crossing
Dacom Crossing and Starhub Asia Global Crossing. These joint ventures will develop by
networks in the Philippines, Taiwan, Korea and Singapore. respectively. These systems wall suppos o
systems around the globe.

8. OTHER CURRENT LIABILITIES

At December 31. 2000 and 1999, other current hHabilities consisted of the foflowmg:

Deceruber

. s e R‘ "
1800

. ,,4 S
gy il lioasy

Accrued habithmes . . ... .. L L
Accrued interest and dividends
Accrued cost of access
Deferred revenue .. ... . e
Income taxes payable, net {0 ..
Current portion of long-term debt
Other

9. DEBT
Short-term borrowings

At December 31, 2000 and 1999, outstanding short-term debt of GOU and itx subsidiuries const
following:

sif ol the

Bridge Loan due April 10, 2002 or upon closing or abandonment of the sale of the
ILEC. Interest payable at LIBOR plus 1.00% (7.6% at Decembey 31 2060 .. |

On Qctober 13, 2000, the Company, through a direct subsidiary of Global Crossing Nowt
{"GCNA™), entered into a $1,000 million unsecured credit facility { " Bridge Loan™ 1 Prooeed
l.oan were used to repay approximately $768 milhion of outstanding indebrednzss incarred iy
the Company's purchase of Racal Telecom in November 1989 and for general corporate pur
Loan s funded through a commercial paper conduit. Should the conduit discontinne we fund the §
comumitted bank purchasers will fund the Bridge Loan at an interest ruee of LIBOR plus 2.2
Loan is guaranteed by GCNA.

(13 Primanly represents income wtaxes payable upon the disposition of the ILEC business segmom.
pay i £l
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Long-term Debt
At December 31, 2000 and 1999, outstanding long-term debt of GCL and its subsidiaries consisted of the
follewing:
December 31,

000 19949
fin miflions)

914% Senior Notes issued November 12, 1999 and due November 15, 2009,
with interest payable on May 15 and November 15 (71999 Senior Notes™}... &
914 % Senior Notes issued November 12, 1999 and due November 15, 2000,

00 ST 0D

with interest payable on May 15 and November 15 (*1999 Senior Notes™). . . 00 900
954 ¢ Senior Notes issued May 18, 1998 and due May 13, 2008, with interest

payable on May 15 and November 15 (1998 Senior Notes™) . ........... SO0 00
13.37%% Senior Notes issued October 12, 2000 and due on October 15. 2010,

with interest payable on April 15 and October 15 (“AGC Senior Notes™) . . . . 408 -

Senior Secured Credit Facility: Revolving Loans due July 2, 2004, with interest
payable at LIBOR plus 2.25% (9% and 8.44% at December 31, 2000 and
199G, respectively) .. oo

Semor Secured Credit Facility: Term Loan B due June 30, 2006, with interest
payable at LIBOR plus 2.75% (9.30% at December 31, 2000) ... 350 e

Racal Telecom Term Loan A due November 24, 2007, with interest payable at
LIBOR plus 2.5% (8.44% at December 31, 1999)

Medium-Term Notes, 8.77%—9.3%, due 2001 10 2004 .. .. ... ... ..o 192 279

7%% Senior Notes due May 14, 2004, with interest payable on May 15 and
November 13

—
o>
fvs)

fo ol
o
Z

................................................ 300 300
6% Dealer Remarketable Securities (DRS) due October 15, 2013, with interest
payable on April 15 and October 15 ... 200 200

PC-1 Credit Facility ... oo e 801 e
811 1= TR S I & G0
Ot QeBl o o e e 04215 4934
Less: discount on long-termdebt, Bel . ... (3N (3
Less: current portion of long-termdebt ... .o (117) £
LOng-erm debl ... oottt 36,271 54,900
Principal maturities of long-term debt are as follows (in millions):

Year Ending December 31,

11010 3 O O I S 17

0 e e a2

21070 N O 17

114 S U S 1612

S e e 411

TREFEATIET v o o e e ettt e e e e e e 4,086

TOUL o o o e e e $6.425

Senior Secured Credit Facility Revolving Loans/Term Loan B

On July 2, 1999, the Company, through Global Crossing Holdings Lid. ("GCHL") and GCNA, entered mie
& §3 billion senior secured corporate credit facility (“*Corporate Credit Facility™) with several lenders. In August
20015, the Company amended and restated the terms of the existing senior secured credit agreement, increasing
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the total remaining amount of the Corporate Credit Facility from $1 billion 10 $2.25 bilhon. The Corporate
Credit Facility currently consists of a $1 billion revolving credit facility due July 2004, a $700 million
revolving term facility that converts to a term loan in August 2002 and matures in July 2004 and a

%550 million term loan which matures in June 2006. GCHL and GCNA can borrow under the Corporate Tredit
Facility. Borrowings under this facility are secured by a pledge of shares of certain restricted subsidiaries of the
{‘ompany and are guaranteed by the Company and certain restricted subsidiaries. As of December 3t, 2000, the
revolving credit facility and revolving term facility had approximately $532 mitlion of unused capacity.

6% Dealer Remarketable Securities (DRS)

The 6% DRS were originally issued by Frontier and were outstanding at the date of acquisition. These
notes may be put back to the Company in October 2003. depending on the interest rate environment at that
time.

PC1 Credit Faciliry

As a result of the consolidation of PCL in the first quarter of 2000, the Company has an $%50 militon
aggregate non-recourse senior secured loan facility (the “Pacific Crossing-1 Credit Facility™") for the
construction start-up and financing costs of PC-1. The Pacific Crossing-1 Credit Facility 1s comprised of 3840
willion of 4 multiple draw-down term loan and a $10 million working capital facility. The Pacific Crossing-1
Credit Facility is secured by a pledge of common stock in PCL and its subsidiarics and a security interest in
certain of its accounts and its rights under certain contracts.

Under the Pacific Crossing-1 Credit Facility, the Company may select loan arrangements as either a
Burodollar loan or an Alternative Base Rate (“*ABR™) loan. The Eurodollar interest rate is LIBOR plus
2. %5.7 50% and the ABR interest rate is the greater of (a) the Prime Rate and (b) the Federal Funds Effective
Rate plus 0.5%, plus 1.23-1.50%. As of December 31. 2000. all owtstanding loans were Eurodotiar loans and
the interest rates in effect ranged from approximately 8.8% to 9.1%. The Pacific Crossing-1 Credit Facility s
repayable in ten semi-annual instaliments (““Mandatory Repayments ), commencing 135 days after PC-1 is
ready for service.

Debt Covenants

Centain of the debt facilities mentioned above contain various financtal and non financial restrictive
envenants and limitations, including, among other things, the satisfaction of tests of “consolidated cash flow™,
as defined. The Company is in compliance with these covenants at December 31, 2000.

Retirement of Debr

As noted in short-term borrowings, the Bridge Loan was partially used to repay the indebtedness incarred
m connection with the Company's purchase of Racal Telecom. The Company has written-off approximately
74 million of unamortized deferred financing costs as a result of this extinguishment whichs 15 reflected as an
extraosdinary loss in the accompanying statement of operations. The Campany has provided a fuil valuation
allowance related (o this loss due to the uncertainty of realizing any tax benefit.

As part of the merger with IPC, the Company assumed $247 million of 10%%% Senior Discount Notes
which were due in 2008. In August and September 2000. the Company repaid the debt and, as a result,

recorded an extraordinary loss of $18 million. The Company has provided a full valuation allowancs wlated 1o
this 1oss due to the uncertainty of realizing any tax benefit.
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During 1999. the Company recogmized an extraordinary loss resuling from the payoii € :
connection with the issuance of the Corporate Credit Facility, due to a write-off of $13 melhan of
deferred financing costs.

A

the fixed term portion of the Corporate Credit Facility, resulting in &
deferred financing costs, which is reflected as an extraordinary loss.

During 1998, the Company recognized an extraordinary toss of $20 mullin o connection Witk
repurchase of Global Telesystems Holdings’ outstanding senior notes, COMPrISING & Rrefutm :
and 1 write-off of $10 million of unamortized deferred financing costs.

Interest Rate Swap Transactions

The Company periodically enters into interest rate swaps or hedge agrecments to bak
and fixed rate obligations to insulate against interest rate risk and minimize mierest %
and the related cash flows under the agreements are accounted for on an acerund basis,

peveser. Bdaerest exp

The Company has entered into (wo interest rate swap trans

actions based on one month LIBOR
minimize its exposure to increases in int

arest rates on its borrowings. The swap transactions By the

interest rate at 4.985% on a notional amount of borrowings of $300 million until Jamuary 310

HE

In December 1997, Frontier entered into an interest rate hedge agresment thinr effect
million of its 7% % Senior Notes into a floating rate based LIBOR index tate plus 120%
expires in May 2004,

2001 Senior Notes

On January 29, 2001, the Company completed an offenng of $1 billion w ag
§ 70% Senior Notes due 2007. The net proceeds from the offering were us it
consisting of term loans and revolving loans under its corporate cradit faciity.

Guarantee of Subsidiary Debt

GCHL currently has outstanding three classes of public indebtedness, These seauriins i
(i) $900 million of 9% % Senior Notes Due 2006, (ii) $800 million of 9%% Senior Notes [
{iii) $1.1 billion of 9% % Senior Notes due 2009. Each class of debt securities is fully and whcor
guaranteed by the Company. In addition. GCL has no independent assets o operations: sul sl

Company other than GCHL. are minor.
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16, FINANCIAL INSTRUMENTS

The carrying amounts for cash and cash equivalents, restricted cash and cash eguivalem
receivable, accrued construction costs, accounts payable and accrued linhilities, accrued nter
under inland services agreements and capital leases and long term debt other tha the Semar
Senior Notes, 1999 Senior Notes, 7V4% Senior Notes and AGC Senior Notes). approxinuie theit
The fair value of the Senior Notes, mandatorily redeemable preferred stock, cumnlative conve
stock and interest rate swap transactions are based on market quotes andh the fatr valoes @ie as

Decomber 31, 2600

Carrvitg Falr
Antount Value

tn mitiions)

SATIOF TOIES .+« « o e e e e e e e e e 53471 81

Mandatorily redeemable preferred stock ... 488

Cumulative convertible preferred stock .. .. ... e 2470 ;

interest rate SWap ANSACHONS .. .o voevoe e - “

it. OTHER DEFERRED LIABILITIES

Al December 31, 2000 and 1999, other deferred liabilities consisted of the fellewing:

Long-term obligations under capital Jease . ... .o
Long-term obligations under inland service agreements
Deferred tax income

Post employment benefit obligations
Other .,

12. OBLIGATIONS UNDER CAPITAL AND OPERATING LEASES

The Company has capitalized the future minimum lease payments of wopeny sad e
that qualify as capital leases.

At December 31, 2000, future minimium payments under these capital |
and are included in other current liabilities and other deferred linbilitics i the
halance sheet:

Year Ending December 31,
2001
2002
2003
2004
10t R e
Thereafler

Total minimum [ease PayMEnts .. ... oenr o e
less: Amount representing maintenance payments ... ... ...
Less: Amount representing interest

Present value of minimum lease paymentis . .. ... _
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The Company has commitments under various non-cancelable operating
lease payments on operating ieases are approximately as foltows (in miflions

Year Ending December 31,

2001 g
D00 e e e e

03 e

2004

2003

Rental expense related office space and equipment for the years eaded Dleearber 31
1998 is $134 million, $68 million. and $1 mitlion, respectively.

13. PREFERRED STOCK

Outstanding preferred stock as of December 31, 2000 and B

Mandatorily redeemable preferred stock:
10% % Mandatorily Redeemable Preferred Stock, 5.008, 000 shawes b st
outstanding as of December 31. 2000 and 1999 saspectivaly, Suirble skt
preference per share plus accumulated and unpuid dividesds . ...

Cumulative convertible preferred stock:

63% Cumulative Convertible Preferred Stock. 5 340030 and
and outstanding as of December 31, 2000 and 19909, respac
preference per share . ... ... e

79, Cumulative Convertible Preferred Stock, 2.600,00( shares
of December 31, 2000 and 1999, $250 liquidation preferen

6% % Cumulative Convertible Preferred Stock. Series B, 4 i
outstanding as of December 31, 2000, $1,000 Tiquidation pr

6% % Cumulative Convertible Preferred Stock, 4,600,000 shares
a5 of December 31, 2000, $250 liquidation preference per sh

3

Total cumulative convertible preferred stock

Total preferred stock

10V2% Mandatorily Redeemable Preferred Stock

In December 1998, GCHL authorized the issuance of 7506008 sharns 4
Preferred Stock™). In December 1998, 5.000.000 skares of GCHL. Proferred
in cash. The Company reserved for future issuances up 0 2 5003065 5
acerued as of December 31. 2000 and 1999 were 54 million for bath years.
$11.8 million and $14.1 million as of December 31, 2000 and 1999, reap
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The holders of the GCHL Preferred Stock are enutled to recaive curpuatye.
dividends at an annual rate of 1012 % of the $100 liquidation preferende puf i
accrued dividends may be paid in cash or paid by issuing addivonal prefen
June 1, 2002, at which time they must be puid in cash. As of Diecomber 31, 18
int cash. Dividends are payable semi-annually in arrears on cach June 1 and Do

liquidation and on a parity with any future preferred stock of GCHi. Ths
payment of all indebtedness of GCHL and its subsidianes. The preferrad s ;
accumulation of unpaid dividends (or if, beginning on June T, 20432, such divighay
outstanding preferred stock is an amount equal to three semi-annal dividend ¢

The preferred stock has a mandatory redemption on December 1. 2808 af 3
effective liguidation preference thereof, plus all accumulated and vnpmd diead
redemption. The preferred stock can be redeemed, in whole of w part, ai the L
at specified premiums declining to par value in 2006,

The cemificate of designation governing the preferred stock imposes corty
the Company to, among other things, (1} incur addstional indebtednsss awd iy
certain other restricted payments and investments. which linitations are i et b
of “*consolidated cash flow,” as definad.

Cumulative Convertible Preferred Siock

In April 2000, the Company 1ssued 4.000.000 shares of 64
with net proceeds of approximately $970 ritlion. Fach share of po
shares of common stock, based on a conversion price of $39.68. Th
cumulative from the date of issue and payable on January 15, A rit
the annual rate of 6% %. In May 2000, pursuant to an ever-aliotment o
preferred stock, the Company issued an additional 600,000 shires @
stock for net proceeds of approximately $143 militon. Dividends aerusd ®
million. The preferred stock can be redeemed, at the Compuny’'s opian
declining to par in 2010.

In January of 2000, the Company issued to Hutchison SRS 5
Preferred Stock, Series B as part of the consideration paid for us 34
joint venture. Each share of preferred stock is convertibles into PRI AN
conversion price of $45.00 per share. Dividends of the preferred steck »
and are payable on February 1, May I. August 1. and November § of ¢
Dividends accrued as of December 31, 2000 were $4.3 mithon. Vhe ¢
Company's option, starting in 2004 at spectfied premiums deching &

In December 1999, GCL issued 2.600.060 shares of 7% cum
proceeds of $630 million. Each share of preferred stock is convertt
based on a conversion price of $53.23. Dividends on the preferrad stock
and payable on February 1. May 1. August 1 and Noveraber ©
accrued as of December 31, 2000 and 1999 were $7.6 nullton a
stock can be redeemed, at the Company's option, starfing i 206 &
2009,
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In November 1999. the Company issued 10.000,00K} shares

stock for net proceeds of approximately SO6% mitiion. Each share of prafern

shares of common stock, based on a conversion price of 343,00 Dhvidends oo
cumulative from the date of issue and pavable on February b S LA
the annual rate of 63%%. Dividends acerued as of December 3t

million, respectively. The preferred stock can be radeemaed, at the €
specified premiums decliming to par in 2009

In April 2000, the Company issued in privately negotiated ransactins with
cumulative convertible preferred stock an aggregate of 12,363.48% shares of s (o
an aggregate of 4,559,970 shares of preferred stock. The fair market value of
issued by the Company (in excess of what would have been ssved by e
preferred stock in accordance with the terms of the preferred stk B umciaaed o
of operations as a $92 million charge for conversion of pref

. .
303

N

common stock of GCL with respect o dividend nghts. ngiits ¢
parity with any future preferred stock of GCL. The convertble pret
all indebtedness of GCL and its subsidiaries. The preferred stuek
unpaid dividends on the outstanding preferred swock 15 an amount &G0
Holders of preferred stock have the nght to require the Company
pur following the occurrence of certain change of coptrol transactions.

Preferred stock dividends included the followmg:

Preferred stock dividends .. ... ... ... - .
Amortization of discount on preferred stock .
Amortization of preferred stock 1ssuance costs

14. SHAREHOLDERS' EQUITY

April 2000 Offering

On April 14, 2000, the Company issucd approximately 217 il
proceeds of approximately $688 milhon. In connection it this 5%
stock, certain existing sharcholders sold an aggregaie of approgimas
for which the Company received no proceeds.

Gy 2EF il

Swock Split
In February 1999, the Company s Board of Dire

siock in the form of a stock dividend, which was effectiv
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December 31, 1999, other (expense) income, net was composed primarily of a $210
s pakd by US “u:xt Inc. (“US West'") in connection with the termination of its merger
wauy. net of related expenses. In addition, as part of the break-up fee received from
s recetved 2231076 shares of its common stock from US West which were cancelled by

pasrhased all common shares owned by Telecommunications Development Corporation

spany in exchange for 300,000 fewer newly issued shares of common stock based upon the

at the repurchase date, The transaction benefited GCL since 300,000 fewer shares were

tot the repurchase without any cost to GCL. This transaction was accounted for as the acquisition
s recorded at $209 million, the fair value of the consideration given. Certain officers

ilﬁm”tft‘\’ wld direct or indirect equity ownership positions in TDC, resulting in these

o aving a majority of the outstanding common stock of TDC. Following this ransaction,

it of ity shares of common stock and GCL warrants to the holders of its common steck and

TING EXPENSES

ses for the years ended December 31, 2000, 1999, and 1998 consist of the following:

December 31,
2000 1999 1998

{in millions)
A RdEATTAEYE o e $1,175 $386 § 93
et el other L. L e e e 767 262 57

51,942 5648 5150

frwmvision) for income taxes is comprised of the following:

December 31,
2000 1999 1998
(in milions)
$ 183 $(124) $(23)
(38) 16 (10)

$ 145 $(108) $(33)

i taxes reflect the net tax effect of temporary differences between the carrying amounts of
far fimancial reporting purpeses and amounts used for income tax purposes.

2l impose & stalstory income tax and consequenty the provision for income taxes

sme earned by certain subsidiaries of the Company which are located in jurisdictions
EEOER
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sumrary of the significant items giving rise to components of the Company's deferred

December 31,

260 1999
Assets Linbilities Assets Liabilities
(in millions) (in millions)

$ 12 o $ 6 $—
— (68) — (41)
_— (334) —_ 211)

—_ (850) — —
o (188) — (32)
- (39) — (50)

204 —_ 58 —

125 — — —_
70 (78) 40 {15)
411 (1,557 104 (349)

(207) —_— (53) —

$ 204 5(1,557) $ 51 $(349)

ded 2 valuation atlowance of $154 million and $53 million for the years ended
11999, respeetively, The valuation allowance is related to deferred tax assets due to the
the full benefit of the NOL carryforwards. In evaluating the amount of valuation

npany considers the acquired companics’ prior operating results and future plans and
perind of the NOL carryforwards and the turnaround period of other temporary
masdered. The Company’s NOLs begin to expire in 2004.

v PER SHARE

are caleutated in accordance with Statement of Financial Accounting Standards No. 128,
are and per share data presented reflects all stock dividends and stock splits.

s s 1 recenciliation of the numerators and the denominators of the basic and diluted loss per

December 31,

2000 1999 1998
(in millions, except share and per share data)
3 (1,308) $ 7 3 (68)
(221) (67) (13)
(92) - -
— — 34)
$ (1,621) $ (60) $ (115)

844,153,231 502,400,851 358,735,340

$ (1.92) § {0.12) § (0.32
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% coat for employees and directors is recognized only to the extent that the

s the exercise price on the measurement date. Terms and conditions of the
xersise price and the period in which options are exercisable, generally are at

ion Comingttee of the Bouard of Directors, except that options can not be granted
55 than the fair market value at the date of grant and substantially all options are

r wih the Company, Fronter mantained stock option plans for its directors, executives
: s with the Frontier merger, the Company exchanged all of the outstanding
w Clobul Crossing stock options which vested immediately at the date of

13.7 million stock options under the Frontier plans remained vested and

T
iy

Company, IPC and DXnet maintained stock option plans for its directors,

v, I connection with the merger, the Company exchanged all of the outstanding
{57 withon Global Crossing stock options. As of the date of the merger, [PC
wer it period of zero to three years, As of December 31, 2000, 12.7 million stock

zet plans remaned ovstanding while 6.1 million remained vested.

o~

ding options granted and outstanding for the years ended December 31, 2000

Options Number of Weighted
Available Options Average
For Grant Outstanding  Exercise Price
33,215,730 —

(30,762.466) 30,762,466 $ 285
{656,688) 1.06

3,253,000 (3.,253,000) 1.11
5,706,264 26,852,778 3.11
82,010,014 — —

{(63,019,955) 65,019,955 2420
—  (10,058,073) 11.07
3,175,154 (3,175,154) 22.17

RELBERE L 25,871,477 78,639,506 18.76
e 36,214,648 — —

,,,,,, e (50,527,641 50,527,641 2592
..................... —  (13,996,555) 6.24
o Lo 17,461,295 (17,461,295) 34.66

............. 29019779 97,709,297 321.41
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# wforrnation concerning outstanding and exercisable options:
Deceniber 31, 2000

e T

(‘Ixmmmwdmg Options Exercisable
Welghted ,\vc;:;‘c’—
Remwining Weighted Average Weighted Average
Epiiite oy Cantractual Exercise Price Number Exercise Price
Eutsianding Lfe (in years) per Share F.xercisable per Share
121 $ 115 9,602,244 $1.21
7.51 6.66 5,347,647 7.31
7.62 11.80 7,344,247 11.78
T8 16.60 11,592,600 16.59
286 2477 7,061,732 25.05
443 20.34 688,632 28.87
8.85 44,17 4,858,332 45.16
3.32 $21.41 46,495,434 $16.04

sd YOS e Company had exercisable options outstanding of 33,592,901 and
o average exercise price of the exercisable options was $11.66 and $1.91 as
tvely.

2000 and 1999, the Company tecorded in additional paid-in capital
Jy, of unearned compensation, relating to awards under the stock
wopomie rights and options to purchase common stock, During 2000,

{ expense of $48 million, $51 million and $39 million, respectively, of

s employment armngement with a key executive, and granted him economic

o5 of common stoek at $2.00 per share. One-third of these economic rights

wgsts over two yvears, The Company recorded the excess of the fair market
lhe p\uahmu,. price as unearned stock compcnqauon in the amount of $15
, 31, 1998, The unearned compensation is being recognized as expense
S P UL‘ .

of Financial Accounting Standards No. 123, * Accounting for Stock-Based

e Company accounted for employee stock options under APB 25 and is

@ over the vesting period to the extent that the fair value of the stock on the
fedd the exercise price. The Company did not grant any options with an

| wet value at the date of grant during the year ended December 31,
ntive Plan, as amended, prohibits such grants. However, the Company did

e that was dess than fair market value at the date of grant in prior years and
gompensation expense over the vesting period. Had compensation cost for
o plans been determined consistent with the SFAS 123 fair value

: Crampany's Joxs applicable to common shareholders and loss per share would be as

Year Eaded Year Ended Year Ended
December 31, 2000 December 31,1999 December 31, 1998

k,ln miltions, exeept per share information)

$(1,980) $(178) $(135)
502,320y 5 (276) $(142)
3 (235 $(0.35) $(0.38)
(275 $(0.55) $(0.39)



ANCIAL STATEMENTS—(Continued)

-t

s pxtpsmated on the date of grant using the Black-Scholes
h avErige amunmti@m used for the year ended

atifity of 84.77%, weirghted average risk free rate of

sar efwded December 31, 1999, zero ylividend yield,

B free re of refurn of 6.506% and expected life of 4 years.
Sreicheril }:midf gxpected volatility of 0% to 42%, weighted

§ 1t of 4 years,

partanity 1o participate n a defined contribution

won AR of the Internal Revenue Code. Each eligible
y of thetr annual earnings not 1o exceed certain Hmits.
m.nhmmm up to A maximum fevel not to exceed
miribotions 1o thc., p!:m vest immediately, Expenses
appresimately 1.3 million, 30.6 million and

19 g 1998, rcspective:ly.

wr of definest contribution plans for Frontier employees. The most
whiy onn elegt 1o mmke contributions through payroll

werizent of gross compensation in common stock for
grmmon stock used for matching contributions is
sustee. The Company also provides 100% matching contributions
w6 gounpensation, and may, at the discretion of management,

=4 upon Froatier's financial results. The toral cost recognized for
i apd $2.6 miflion for the year ended December 31, 2000 and

el

i ;phn gualifying under the provisions of Section 401ik) of
P andd DXner. Each eligible employee may contribute
sarnings nol 0 exceed certain limits, The Company matches up
up 10 the first 6% of the employee’s compensation, Expenses

ks plan were approximately $1.3 million from the date of

it 3.11131&[3 1, 2601, the plan will be frozen and all new contributions
ch as fund trapsfers and bardship withdrawals will continue to
rpedt it the $01¢k) plan admintsiered by the Company by

a defined contibution plan for employees of Global

went 1o this date. Bach eligible employee may contribute on a
e exeeed certain limits. The Company matches up to
witich vest after 3 years. Expenses recorded by the Company
smptedy %003 mitlion for the year ended December 31, 2000.

% whe wore employed by Cable and Wireless ple

patest 11 a defined benefic plan sponsored by C&W, as explained
jorpate i 4 detined benefit plan commencing on November 1, 1999,




GLOBAL CROSSING LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

gy 24, 2000, the Company established a defined contribution plan (“'the Plan™) for the employees of
wsing (LK) Telecommunications Limited, f ormerly Racal Telecom. Each eligible employee may

= on 4 tax-deferred basis a portion of their annual earnings not to exceed certain limits. The Company
up 1o the first 8% of individual employee contributions, which vest after two years. Expenses

1 b the Company relating fo the Plan were approximately $2.0 million for the year ended December

bl

Penxion Plan

As & result of the acquisition of GMS from C&W in July of 1999, the Company maintains a
sancemtribatory benefit plan for its former GMS employees. Prior to the acquisition, GMS employees

P

garneipated in a defined benefit plan sponsored by C&W and funded through a separate exempt approved trust.

Subsegquent to the acquisition, the plan was evaluated to determine the assets and obligations relating to
mplovees of Glabal Marine Systems. On November 1, 1999, the Company established a noncontributory
its former GMS employees providing similar benefits to the C&W plan, Plan assets and obligations for
1% employees participating in the C&W plan were transferred to the new plan on November 1, 1999,

sp1 for emplovees who retired within six months after the acquisition of GMS. The plan is funded through a

epasate gxempt approved trust. The plan assets and benefit obligations are not material to the Company.

Employees of Racal Telecom, prior to its acquisition by the Company on November 24, 1999, participated
in defined benefit plans (the “Racal Plans™) sponsored by its parent company, Racal Electronics, ple ("“Racal
J is™ 3. These plans covered all employees of Racal Electronics’ combined group.

Subseguent to the acquisition, the Racal Plans were evaluated to determine the benefits relating to the
erployers of Racal Telecom, The Company continued to contribute to the Racal Electronics’ defined benefit
4 on behalf of the former employees of Racal Telecom during the interim period up to May 23, 2000.
siovees could elect to either transfer their benefits to a defined contribution plan newly established by the
ny, or elect to maintain their benefits within Racal Electronics’ defined benefit plan. The transfer of
5 andd habsilisies has not yet been completed. The assets and benefit obligations of the Racal Plans for the
ot frogm January 1, 2000 10 May 23, 2000 and for the period of November 24, 1999 to December 31, 1999
& mot material to the Company's financial stalements.

Ses note 4 {or discussion of the Company's defined benefit plan relating to its TLEC employees.

W, COMMITMENTS, CONTINGENCIES AND OTHER

as of December 31, 2000, the Company was committed under contracts to upgrade and/or construct is
Atantic Crossimg, Mid-Atlantic Crossing, Pan American Crossing, South American Crossing, Pan European
Crossing and East Asia Crossing systems for future construction casts totaling approximately $1.4 billion.

Uraring 1999, Atlantic Crossing L.td. entered into contracts with Tyco Submarine Systems Lid. (“TSSL™)
prasvisding for upgrades of AC-1, as well as an OA&M agreement. These contracts also provided for the
vment of sales commissions to TSSL on certain revenues. During 2000, the Company paid approximately
1% milhon related 1o the early termination of the OA&M agreement. In addition, TSSL provided the Company
with » fotice of termination with respect to the commission agreement. The agreement and TSSL's termination
herest gre the subject of an arbitration proceeding. Further information on TSSL matters is included in legal
edings w ltem 3 of the Company's Form 10-X for the year ended December 31, 2000.

F-3
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s the sale of GlohalCenter to Exodus, various lease agreements were assigned to Fxodus on wineh the
iy remains as guarantor. The obligations expire between 2002 and 2025,

The Company and a number of its subsidiaries in the normal course of business are pariy 10 a number of
;ial, regwlatory and administrative proceedings. The Company’s management does not believe that any
wtgrsal Babikty will be imposed us a result of any of these matters.

5. RELATED PARTY TRANSACTIONS

Belapenship to Softhunk

4 .uppmu a director of Global Crossing, is President & Executive Managing Director of Softhank
it Ventures. a subsidiary of Softbank, which is an mveslor in the AGC joint venture. See note 7.
s pochomic mterest in AGC was approximately 15.4% at December 31, 2000, Mr. Hippeau 13
“s representative on the AGC board of directors.

3

Aprepments with Glohal Crossing Stockholders

{n lﬂmmrv 22, 2000, Global Crossing entered into a consent and voting agreernent with a number of 1PC
holders, including David Walsh, who became an executive officer of Global Crossing after 1ts acquision
der the consent and voting agreement, these IPC stockholders consented to the adeption of the
é.mﬁm with Global Crossing. The consent and voting agreement also imposed restrictions on the

3 shares held by the TPC stockholders prior to the merger and continues {0 1mpase restrictions on
the tansier rsi shares of Global Crossing common stock which the TPC stockholders acquired in the merg
Uinder these provisions. Mr. Walsh may not transfer more than 62.5% of the Global Crossing shares that he

<4 i the merger (mcluding shurct underlying stock options that were vested at thal time) vot! June 14,
MHYVE nor may he transfer more than 25% of such shares through June 14, 2001, Similar provisions resiricting
the pledge of shares by the IPC .»tmkholdr:r.\ were eliminated by way of amendment in October 2000,

Abso on February 22, 2000, several senior executives of IPC and IXnet, including Mr. Walsh. enter red N
an sgreement with Global Crossing, TPC and IXnet pursuant to which these senior executives agreed to lmit
the percentage of thelr unvested options for TPC and IXnet common stock vesting upon the change wn control

fined 1n the IPC and IXnet option plans, to 50% rather than 180%, in the case of IPC. and 25% rather than
_the case of [Xnet. Mr. Walsh also agreed to relinguish vesting with respect to 50% of his fully vested
snis Tor IXnet common stock as of the change in control, as defined in the IXnet stock option plan. Under

greement, one-third of the remaining options of these senior executives will vest on each of the first three
ayniversaries of the June 14, 2000 closing of the acquisition.

In August 1998, the Corpany and some of its shareholders. including some officers and directors and
weir affiliates, entered into a Registration Rights Agreement. Under the Registration Rights Agreement, Global
Crowsing shareholders who are parties 1o that agreement and a number of their transferees have dun.md and
piggyhack registration rights relating to shares of Global Crossing stock held by them and will rece

imdemaification and, in some circumstances, reimbursement for expenses from the Company in connection with
an apphesble regisiration,

Lemang 1o Execusive Officers

i Mevember 2000, an executive officer of the Company, received a loan in the aggregate principal amount
of §5 willion. The loun bears interest at the rate of 6.01% per annum, is repayable in full in October 2003 of
i mv: eartier ermination of the officer's employment for cause or due to the officer’s resignation, and is

o by a deed of trust on the officer’s principal residence.
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In March 2001, an executive officer of the Company, received a loan in the aggregate principal amount of
%1.8 million. The loan bears interest at the rate of 4.75% per annum, is repayable in full in March 2002 or upon

the earlier termination of the officer’s employment, and is secured by a second mortgage on the officer’s
primcipal residence,

Transactions with Pacific Capital Group and its Affiliates

The Company has entered into certain transactions with affiliates of Pacific Capital Group (“"PCG™ ),
which is controlled by certain officers and directors of the Company who either currently are or at one Hme
were affiliated with PCG. During 1999, the Company subleased from PCG two suites of offices in Beverly
Hills for payments aggregating approximately 3287 thousand over the year. The sublease was not renewed for
the year ended December 31, 2000,

In addition, the Company entered into a lease with North Crescent Realty V, LLC, which is managed by
and affiliated with PCG. for an aggregate monthly cost of approximately $400 thousand for the years ended
I niber 31, 2000 and 1999, North Cresent Realty, LLC paid approximately $7.5 million during 1999 1o
ymiprove the property lo meet the Company’'s specifications and was reimbursed approximately $3.2 milion of
this prsount by the Company, The Company engaged an independent real estate consultant to review the tenms
of the Company’s occupancy of the building, which terms were found by the cansultant to be consistent with
aarket terms and conditions and the product of an arm’s length negotiation. During 1999, the Company
subleased pan of the building to PCG for an aggregate monthly cost of approximately $33 thousand. From
Jamuary 2000 through September 2000 and October 2000 through December 2000, PGC subleased 12.000 and
£0450 square Teet of space, respectively. Total sublease payments for the year ended December 31, 2000 were
approximately $429 thousand.

PCG has fractional ownership interests in aircrafts used by the Company dunng 1999, The Company
imburses PCG for PCG's cost of maintaining these ownership interests such that PCG realizes oo profit from

the relationship. Duning 2000 and 1999, PCG billed the Company approximately $270 thousand and 32 mithon
w aggregate under this arrangement, respectively.

11 March 2000, Global Crossing entered into a ten year lease of an aircraft that had previously been
owned by WINCO Aviation, an affiliate of PCG. A commercial equipment financing company purchased the
aircraft from WINCO Aviation and then leased the aircraft to Global Crassing on standard commercial ters.
The purchase price of the aircraft was approximately $12.5 million, which is the amount WINCO Aviation paid
for the aircraft, before wransaction costs, when WINCO Aviation first acquired the aircraft in August 1999, As
supported by two independent appraisals obtained by Global Crossing, the fair market value of the aircraft was
i excess of the purchase price. Prior to the commencement of the lease in March 2000, Global Crossing paid
WINCO Aviation approximately $628 thousand for private charter services for the use of this aireraft.

In March 1997, the Company entered into an advisory services agreement (" ASA™Y with an affibate of
POG. Under the ASA, PCG provided the Company with advice in respect of the development and maintenance
of AC-1. development and implementation of marketing and pricing strategies and the preparation of business
plans and budgets. As compensation for its advisory services, PCG received a 2% fec on the gross revenue of
the Company over a 25 year term, subject to certain restrictions. with the first such payment t oceur at the
AC-1 RES date. Advances on fees payable under the ASA were being paid to PCG at a rate of 1% on signed
CPAs unti the ASA was terminated, as described below. Fees paid under the ASA to PCG were shared
smongst Union Labor Life Insurance Company, PCG, Canadian Imperial Bank of Commerce and certain
directors and officers of the Company, all of whom are shareholders of GCL. Effective June 19498, GCL
acuired the rights under the ASA on behalf of the Company for common stock and contributed such rights to
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the Company as the ASA was terminated. This transaction was recorded in the consolidated financial
statemients as an increase in additional paid-in capital of $135 million and a charge against operations in the
ssaunt of $138 million. The $138 million is comprised of a $135 million settlement of the fees that would
kave been payable and the cancellation of $3 milhion owed to the Company under a related advance agreement.
The 135 million amount was calculated by applying the 2% advisory services fee to projected future revenue
andd discounting the amount relating to AC-1 revenue by 12% and the amount relating to all other system’s
rewenue by 15%. The result of this calculation was $156 million, which amount was subsequently reduced to
%135 million. Both the discount rates and the ultimate valuation were determined as a result of a negotiation
process including a pon-management director of the Company and the various persons entitled to fees under the
ASA. The Company obtained a fairness opinion from an independent financial advisor in connection with this
trhsaction. In addition, the Company incurred approximately 32 million of advisory fees prior to termination
of the comract, for a wtal expense of $140 million for the year ended December 31, 1998.

Reluiionship with Brownstein Hvart & Fuarber, P.C.

Norman Brownstein, a director of the Company, is Chairman of the law firm of Brownstein Hyatt &
Earber, PC During 1999, Global Crossing retained Mr. Brownstein and Brownstein Hyatt & Farber to perform
legnl and consulung services relating to governmental relations (including regulatory affairs), real estate
matters, and mergers and related ransactions. Global Crossing paid approximately $6.9 million for these
servires in 1999, During 2000, Global Crossing paid approximately $900 thousand to Brownstein Hyart &
Farber for legal and lobbymg services. It is expected that Brownstein Hyatt & Farber will continue to provide
sueh services to the Company throughout 2001, and the firm receives a monthly retainer of $30 thousand in
that regard. In addivon, in his capacity as a consultant. (i) on December 1. 1998, Mr. Brownstein was issued
eptions to purchase 500,000 shares of Global Crossing comman stock at an exercise price of $13.255, with
133,334 such options vesting immediately and the remainder vesting on each of the first three anniversaries of
the date of grant and (i) on August 6, 1999, Mr. Brownstein was issued options 1o purchase 250,000 shares of
Glabal Crossing common stock at an exercise price of 333 per share. such options vesting ratably on each of
the first three anniversanes of the date of grant.

Certain Agreements with Asia Global Crossing

(GCL and AGC entered into an agreement that governs the relationship between the conpanies and their
ive subsidianes and affiliates, including provision of network services, coordination and use of bundled
ssraee offenngs, markeung, pricing of service offerings and strategies, branding, rights with respect to
snteflechinal property and other shared technology and operational, maintenance and administrative services. In
addition, AGC sells network capacity to third-party customers directly and indirectly through GCL and its
affilimes. AGC's revenues from such sales of capacity for the year ended December 31, 2000 were $100.9
mithon. In 2000, AGC purchased nerwork capacity of approximately $23.2 million from the Company.

i

The Company provides AGC with general corporate services, including accounting, legal, human
sources, irformation systems services and other office functions. The related charges are allocated to AGC

e on estimated nsage of the common resources at agreed upon rates believed by management to be
rersonable.

2k SEGMENT REPORTING

The Company 1s a global provider of Internet and long distance telecommunications facilities and related
services supplying s customers with global **point to point™ connectivity and. through its Global Maring
stems subsichary, providing cable installation and maintenance services. The Company’s reportable segrents
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wolude telecommunications services and installation and maintenance services. The Company's chief decision
maker monitors the revenue streams of the various products and geographic locations, operations are managzd
amt financial performance is evaluated based on the delivery of multiple, integrated services to customers over

a single network.

The information below summarizes certain financial data of the Company by segment:

Revenue:
Clommercial
Consumer
Carier:

SOIVICE TEVETIUR . o o o o ettt e et e e e e e e
Sales type lease revenue ... ... L L
Amartizaton of prior period IRUs

Carrer

Teleocommunications service revenue

Telecommunications services Segment revenue—data products . ... ... .. ... L.
Teleepmmunications services Segment revenue—voice products

TescommUnICalions SErVICeS TEVEIUE . . .ot i ittt et e i et ie e e e
Installation and maintenance Segment revenue

Consolidated revenue

Selected Financial Information:
Cperating meome (loss):
Telecommumication SEIVICES . . . . . ..o i e
Instaliation and maintenance

Consolidated

Recurring adjusted EBRITDA:
Telecommunications services
Insraliation and maintenance
Consolidated

Tota] assets:
Telecommunication services
Insraliation and maintenance
Othert

Consolidated

Cash paid for capial expenditures:
Telecommunications services
Installanon and maintenance
Consolidated

Year Ended December 31,

2000 1949 1998
{in millions)
$ 1421 & 258 § —
169 48
1,361 289 —
350 728 419
28 7 3
1.729 1.024 424
$ 3329 § 1,330 $424
1,256 857 424
2073 473 -
3.329 13300 424
460 161 e
§ 3789 % 1,491 $424
$(1.400) § {33 8 2
4 (1) —
$(1.396) % 4y 5 20
§ 1367 5§ 587 § 364
102 39 —
5 1469 5 626 § 364
£24.900 $13,730
t.3te 1.519
___S:ﬂ)g 3,968
$30.185 519,217
$ 4222 % 1,791
______6]: 171
S 4289 § 14962

Recurring Adjusted Earnings before Interest, Taxes, Depreciation and Amortization. or Recumring Adjusted
ERITDIA, is caleulated as operating income (loss), plus depreciation and amortization, wiich includes non-cash

TR

&

o capacity sold, stock related expenses, the cash portion of the change in deferred revenue, merger-reinted
ses, and certain non-recurring items. This definition is consistent with financial covenants contained in the
any's major financial agreements. The Company’s management uses Recurring Adjusted EBITDA w

menior comphiance with 1ts financial covenants and to measure the performance and ligoidity of its reportable

ity Includes net assets of discontinued operations.



GLOBAL CROSSING LTD. AND SUBSIDIARIES
NOTES TO CONSOLIBATED FINANCIAL STATEMENTS—(Continued)

segments. This information should not be considered as an alternative to any measure of performance as

promuigated under GAAP. The Company’s calculation of Recurring Adjusted EBITDA may be different from
the calculation used by other companies and, therefore. comparability may be limited.

The calculation of Recurring Adjusted EBITDA is as follows:
Year Ended Year Ended Yeor Ended
December 31,2060  December 31,1999 December 31, 1998

(i millions)

Operating loss

........................ 3(1,396) 54 S0
Diepreciation and amortization ... ... ...... 1.381 451 141
Stock related expense . ... L 48 51 39
Cash portion of the change in deferred

TEVENUE . ... i 1,371 121 64
Merger-related expenses and severance . . .. .. 37 7 -
TSSL claims settlement and related fees . . . . . 28 — —
Termination of Advisory Services

AZIEemEnt. . ... .. i — — 40
Recurning Adjusted EBITDA . ... ... .. .. § 1,469 $626 5364
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Asla
JEPAN ..o 39 307 — e e
SIRGAPOIE o oo oo oo 169 — - - e
OO o e e 17 22 — — e
225 329
Latn Amenca
Brazil. . . e —— 189 o e —
ATERGDA o oo e — 165 — — e
St CrobY e — 81 _ e s
PURIITIE . 0 o oo oo e e e — 84 —_ e e
CHREE . e e e — 154 - — -
— 673 —_ e e
International WaLSTS . . .. .. ... _ 3,260 — 1340 e
OMRETY e e 4 11.481 19 6753 e
Consolidated . ... e $3.789  $21.511 51491  S§1i385 5424

i1y During 1998, there wag one customer located in the United States that accounted for 16% of consolidated
revenue, another customer located in Canada that accounied for 16% of consolidated revenug, and one
customer located in the Netherlands that accounted for 119 of consolidated revenue, There were no
individual customers in 2000 and 1999 that accounted for more than 10% of consolidated revenue.

(2} Long-lived assets include goodwill resulting from mergers and acquisitions.
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23 QUARTERLY FINANCIAL DATA (UNAUDITED)
The Company’s unaudited quarterly results are as follows:

2006 Quarter Ended
March 31 June 30 September 30 Decembrer 31
{in millions, ¢xcept per share datay

Revenue . ... 3906 3899 £987 3097
Operating Joss . ... ... . (164) 1290} {360) {580
Loss from continuing operations , ... .. ..ot (232 (304) (454} (208
Mot LOSS . o e e (303)  (366) (344 {4583
Loss applicable 1o common shareholders . . .. ... ... .. ... .. (348) (316} (602 {314y
Loss from continuing operations applicable to common

shareholders per common share, basic and diluted ... .. ... (0.38)  {0.35) {1.38%) (£ 4y
L.oss applicable to common shareholders per common share,

basic and diluted ... .. L. (0.43)  (0.62) (G ARG {13 3%y

1999 Quarier Ended
March 31 June 30 Sepiember 30 Decemiber 31

{in millions, except por share diafst
RoVenUE e 5178 $100 5235 b3

- B

Operating income (10ss) ... ... ... 41 40 13

Income (loss) from continuing operations .. ............... 12 1Q 136

Net (JoSs) INCOME . .o e e e 2 10 121

Income (toss) applicable to common shareholders ... ... .. .. (151 4y 17 {2667
{Loss) income from continuing operations per common share,

S TIT3 Lo (GO0 (00D .30 €0.2%)
{f.oss} income per common share, basic . ... . ... {0.04y  (0.00 (.26 (0.34)
{Loss) income from continuing operations applicable to common

shareholders per common share, diluted .. ... .. ... .. .. (0.00y  {0.0hH 0.27 {023y
{Loss) income applicable to common shareholders per common

share, diluted .. .. ... ... (0.04y (0001 0.24 €0L34)
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SCHEDULE U1

VALUATION AND QUALIFYING ACCOUNTS
(in millions)

Colamn A Column B Column C  ColumnD Columny E
Additions
Balance at Charged to Batance at
December 31, Charged to ather December 31,
Peseriptipn 1999 expenses uccounts  Deductions 2064
204
Reserve for uncollectible accounts .. .. .. $ 84 $ 72 $ 3 ${49) S0
Deferred ax valuaton allowance ... .. .. 5 33 $167 S(13) S $207
1999
Reserve for uncollectible accounts . ... .. $ 4 5 36 & 76 S(30 5 84
Deferred tax valuation allowance . ... ... 5— $ 13 $ 38 e S 33
19985
Reserve for uncollectible accounmts .. .. .. $— s 4 §em S s 4
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SIGNATURES

fursaand to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the

registrant has duly caused this report to be signed on its behalf on March 28, 2001 by the undersigned.
thereunto duly authorized.

GLoBAL CROSSING LTh.

By: /s/ Daw J. CoHRS

Dan J. Cohrs
Chief Financial Officer

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below hereby
comstitutes and appoints Thomas J. Casey, Dan J. Cohrs and James C. Gorton, and each of them, as his true and
fawelal antomeys-in-fact and agents, with power to act with or without the others and with full power of
substitution and resubstitution, to de any and all acts and things and to execute any and all instruments which
said attorneys and agents and each of them may deem necessary or desirable to enable the registrant o comply
with the U.8. Securities Exchange Act of 1934, as amended, and any rules, regulations and requirements of the
115, Securities and Exchange Commission thereunder in connection with the registrant’s Annual Report on
Form 10-K for the fiscal year ended December 31, 2000 (the “Annual Report™), including specifically, but
without limiting the generality of the foregoing, power and authority to sign the name of the registrent and the
name of the undersigned, individually and in his capacity as a director ar officer of the registrant, to the Annual
Report as filed with the U.S. Securities and Exchange Commission, to any and all amendments thereto, and to
any and all instruments or documents filed as part thereof or in connection therewith; and each of the

andersigned hereby ratifies and confirms all that said attorneys and agents and each of them shall do or cause to
be done by virwe hereof,

Pursuant lo the requirements of the Securities Exchange Act of 1934, this report has been signed

below on March 28, 2001 by the following persons on behalf of the vegistrant and in the capacities
indicated,

Signatures Title

/s/  GArRY WINMICK Chairman of the Board and Director
Gary Winnick

/sf Lopwrick M. Cock
f.odwrick M, Cook

Co-Chairman of the Board and Director

/8! THOMmAS J. CASEY Vice Chairman of the Board, Chief Executive

Thomas J. Casey Officer and Director

/s/  JoserH P CLAYTON
Jeseph P. Clayton

Director; President. Global Crossing North America
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Signatures

/st Dan ). CoHRS

Dan I. Cohrs

fs! MARK ATTANASIO

Mark Attanasio

fs/  NORMAN BROWNSTEIN

Norman Brownstein

fsi WiLtiaM E. Conway, JR.

Willlam E. Conway, Jr.

/s/  ERic HippEAL

Eric Hippeau

/s/ GEOFFREY J.W. KENT

Geoffrey J.W. Kent

/s/ Davip L. LEE

David L. Lee

Johnt M. Scanion

t

Title

Execuuve Vice President and Chiefl Financial Offieer
(principal financial officer and principal

accounting officer)

Direcior

Direclor

Director

Director

Director

Direct

o
=t

Direcior
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Yeur Fuded December 31,

Revenue' "
ncome (fnss) from continuing upem(inns
betore cumulative effeet of change n

acHUNEINg pn’nciple
Net income (loss) .
Basic income {loss) per share of Cnmmcm
Steck from continuing operacions before
cumulative effect of change 1o
acceunting principle ...
Basw net incnmv {lussi per common

share®® | .

Stock dividends :lmlart*d on (nmmnn

Srock'™

Total assers .
Long-term debr
Sharcholders” eauty

RIS ) PN T Fusn
L8 s dhgsaiandn enoepd per hare el
SL.H02.358 81,398,236 SL-8.388 31303901 $1.218.222
§ o7y 8 13659y 8 46444 8 2066 § 16DAR3
$ 28304y § 141486 § 370600 8 FO,I00 5 178,660
5 (13 8 032 %5 (.18 3 0.01 s (.61
$ w.tly 8§ 0.3 5 (22 8 001 8 (.68
— —— 05 Sy (00
A af Dovemgher 3,
R DAY R ITAY funT Tiporiy
13 ik Chamandil

8G.US.006 35,771,745 85292432 34 8T2IRW 54,923,148
$5.062.289 32107460 $LSIYASY 81627 Sr* 80 5L
S1,720.048] SLOIYRS 51792771 31,079 21 SHGTR RS‘E

1. Represents revenue from continuing operations,

v

2. 1997 anct 1996 are adjusted for subsequent stock dividends,

3. Compounded anpual rate of quanterly stock dividends.




oy % % O33.7%
5 s 5 14.31
- 5 & 13.00
P & ¢ 12.50

ire 4y ¥
b pod bud

¢ of February 28, 2001, the approximates number of record

ir Common Stock was 37,753. This information was obtained

sent .

DIVIDENDS
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Security
from our

hold

transfer

he amount and timing of dividends payable on Common Stock are within the sole

iscretion of our Board of Directors. Qur Board of Directors
ayment of dividends after the payment of the December

RECENT SALES OF UNREGISTERED SECURITIES, USE

REGISTERED SECURITIES
one

tem 6. Selected Financial Data
TABLE>
CAPTION>

¢ in thousands, except per share amounts)

S

evernus (1)

ncome (loss) from continuing operations before

cumulative effect of change in acgounting principle

todncome (logs)

sic income (loss) per share of Common Stock

from continuing operations before cumplative

effert of change in accounting principle
o net income {(loss) per common share |

b ¥
i 2}
cock dividends declared on Common stoack (3}

discontinued the

1998 stock dividend.

OF PROCEEDS FROM

{40,071)
(28,394)

o
-

N

L L
—
fn!
.
—

Year Ended December 31,

$ 136,599
5 144,486

5 0.52
s 0.5y

1999
S 5,771,745
7,107, 466

RN
L.%19,

Ly Uy £

< (>

ks of

o
:,‘

.
S

5

Decembar

19498

5,292,932
1,819, 5%5
1,782,771

<C>
$ 1,303,901

$ 2,066
$ 10,100

5 0.01
5 0.04
5.30%

31,

1897
2,852
188

S 1,679,211

07 A Ay
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By the financia positi
ny a5 as of December 31, 2000
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fasultn of Lnelr ﬂo«
thres-year periocd ende
principles generally accepted in the United States of America.

&
rafions anu,t heir cash flows for each of
3 ﬁecunfber 31, 2000, in conformity

New York, New York
March 3, 2001

F-2
<PAGE>
<TABLE>
<CAPTION>
s
CTTIZENS COMMUNICATIONS COMPANY AND SUBSIDIARIES
COMNSOLIDATED BALANCE SHEETS
DECEMBER 31, 2000 AND 189989
(¢ in thousands)

ASBETS
Current assets
<G

Cash

Accounts receivable, net
Materials and supplies

Shorf-term investments

Other current assets

Asssts held for sale

sssets of diszcontinued operations

Total current agsets
groperty. plant and equipment, net

Iowes tmenis

R

KPMG LLP

<>

31,223
243,304
10,945
38,863
52,545
1,212,307
673,515

o

L 262,702
3,505,767

214,359

1,060,704

1,965,038

7

T
o)



BETiR

LIARILITIES AND EQUITY
Current liabilities:
Long-term debt due within one year
Accounts payable
Income taxes accrued
Other taxes accrued
Interest accrued
Customer deposits
Other current liabilities
Liabilities related to assets held for sale
Liabilities of discontinued operations

Total current liabilities

Deferred income taxes
Customer advances for construction and contributions in aid of construction

Other liabilities

Regulatory liabilities

Long-term debt

Minority interest in subsidiary

Eguity forward contracts

Company Obligated Mandatorily Redeemable Convertible Preferred Securities*

Shareholders' equity

Total liabilities and shareholders’ equity

</ TABLE>

* Represents securities of a subsidiary trust, the sole assets of which are
securities of a subsidiary partnership, substantially all the assets of
which are convertible debentures of the Company.

accompanying Notes are an integral part of these Consolidated Financial

atemenbs,

iy

T

3

2
o

490, 487
205,604
108,321
24,573
3,062,289

31,156
187,984
75,161
27,823
30,788
32,842
81,258
139,157
171,112

777,281

460,208
179,831
87,668
27,000
2,107,460
11,112

201,250
1,819,935

[ a4 Ay B 3 1 A
5,771,745



CITIRERS COMMUNICATIONS COMPANY AND
CONSOLIDATED STPATEMENTS OF IRCOME (L0SS) AND COMPREHENSIVE
FOR THE YEARS ENDED DECEMRER 3%, 2000,

e Rl N,

>
venue

erating expenses:
Cost of services
Depreciation and amortization
Other operating expenses
Acquisition assimilation expense

Total operating expenses

Operating income

westment income, net
-her loss, net
nority interest
1iLerest expense

income (loss)
preferred securities and cumulative effect

come tax expenss {(benefit)

5]

Income (loss
red

prefer

vidends on convertible preferred securities, net of income

tneome (loss) from continuing operations
in accounting principle

weome from discontinued operations, net of tax

g

Tncome {(less) before cumelatbive aeffect of change

1999 and 1998
15 in thouzands, except for per-share amounts)

from continuing operations before income taxes, dividends on convertible
of change in accounting principle

from continuing operations before dividends on convertible

)
securities and cumulative effect of change in accounting principle
rax benefit

before cumulative effect of change

accounting principle

<C>
$1,802,358

449,121
387,607
803,900

39,829

121,801

4,736
{1,386)

12,222

187,366

{49,993)

(16,132)

{33,861)

6,210

{40,071

1,677

361,806
310,185

3,916

136,599

7,881

1ad, 4806

<>
51,448, 58

359, 7¢
245,47
692, 3¢

69, 3]

16, 6¢

52, 6¢

6,2

2.3



income {losg)

ificaticn adiustments {14,505) {41,755} 82,8

ther comprehensive income {loss). net of income tax and reclass

{loss) $  (42,899) $ 102.717 s 09,9

Total comprehensive income

necome {loss) from continuing operations before cumulative effect of change in
accounting principle per common share:

Basic $ {0.15) s 0.52 $ 0.

Diluted $ (0.15) $ 0.52 $ 0.
neome from discentinued operations per common share:

Basic $ 0.04 $ 0.03 $ 0.

Diluted s 0.04 $ 0.03 $ 0.
ncome (loss) before cumulative effect of change in accounting principle per common share:

Basic $ {(0.11) $ 0.55 $ 0

Diluted $ {0.11) 5 0.55 $ 0.
Jjet income (loss) per common share:

Basic $ (0.11) $ 0.55 $ 0.

Diluted $ (0.11) $ 0.55 $ 0
</ TABLE>
'he accompanying Notes are an integral part of these Consolidated Financial
statements.

a4
< BAGE>
< TARHLE>
OAPTION>
CITIZENS COMMUNICATIONS COMPANY AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS ' EQUITY
FOR PHE YEARS ENDED SECEMBER 31, 20080, 19499 and 1998
{5 in theousands, except for per-share amounts)
Accumelated
Common Additional Orher Total

Arook pald-Tn Retalne comprehensive Sharaholds

l.I‘
50,25} Capital Barnings Freome (Loss]




G>
alance January

Acguisitions
Common stock
Stock plans
Stock issuances to fund EPPICS dividends
Net income
Orher comprehensive income, net

of tax and reclassification adjustment
Stock dividends in shares of Common Stock

buybacks to fund dividends

alance December 31, 1598

Common stock buybacks to fund EPPICS dividends

Stock plans

Stock issuances to fund EPPICS dividends

Net income

Dther comprehensive loss, net

of tax and reclassification adjustment

alance December 31, 1999
Acguisitions
Treasury stock acquisitions
Stock plans
Baguity forward contracts
Mot loss

Gther comprehensive loss, net

of tax and reclassification adijustment
mlance December 31, 2000

< AEARBLE

¥ R P ey b ehow ¥y b
Mores are an integrad

Phe  acoompanying
Ttatements.

park of chese

Consal idaced

= {0
5 1,480,425
2,150
(14,370
5,935

9,789

70,259

(6.468)
20,475
9,708

42,156

-

4 1,471,816 4

<O

132,217 $ 3,820
57,060 -
- 52,872
(72,1733 -
117,104 56,692
144,486 -
- {41,769)
261,590 14,923
{28,394) -
- (14,505)
233,196 5 418

Financial



<G>

Ket cash provided by continuing cperating activities

cash flows from investing activities:
Capital expenditures
Securities purchased
Securities sold
Securities matured
Acgulisitions
ELI share purchases
Other

Net cash used by investing activities

Cash flows from financing activities:
Short-term debt borrowings {repayments)
Long-term debt borrowings
Long-term debt principal payments
Issuance of common stock
Common stock buybacks
QOther

Net cash provided by financing activities
Cash used by discontinued operations

Increase (decrease) in cash
ash at January 1,

Cash at December 31,

Mon-cash investing and financing activities:

Tnorease in capital lease asse
BEquity forward contracts
Issuance of shares for acquisitions
Tssuance of shares for dividends
Dabt assumed from acquisitions

.
1
£

< fTRBLEY

{536,639)
{101,427}
381,699
16,072
{986,133)
(38,748)
(8,454)

(1,273,630)

1,063,158
(46,972)

19,773
(49,209)

30,684

1,017,434

{57,8866)

5 102,192
150,013
3,659

1Ry
<

S 370,288

{573,320}
(1,068,451}
1,084,239

7,435

(552,940)

{110,000)
340,503
(46,619)

21,113
(6,625)
(6,363)

192,009
{(4,139)

5,219

31,922

i

<L
& 249,899

b

(477,976)

{952,628)
992,769
2,000

{88,863)

2,283
82,.23%
13,800
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Froatier Communications of America, Inc. South Dakota Tariff No. |
Original Page

p—

COMPETITIVE TELECOMMUNICATIONS SERVICE TARIFF

South Dakota
INTEREXCHANGE TELECOMMUNICATIONS TARIFF
OF

Frontier Communications of America, Inc.

This tariff contains the descriptions, regulations, and rates applicable to the
furnishing of interexchange telecommunications services provided by Frontigr
Communications of America, Inc. ("Frontier") within the state of South Dakota. This
tariff is on file with the South Dakota Public Utilities Commission. Copies may be
inspected during normal business hours at the main office of Frontier, located at 180
south Clinton Avenue, Rochester, New York, 14646.

ISSUED: EFFRCTIVE,

ISSUED BY: Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.
180 South Clinton Avenue

™ t N - T - r q f Lt A



Frontier Communications of America, Ine.

South Dakota Tanff N
Originad

CHECK SHEET

Pages, as listed below, are effective as of the date shown at the bottom of the respective she

Original and revised pages as named below comprise all changes from the original tartft and ure
currently in effect as of the date on the bottom of this page.

PAGE REVISION PAGE REVISION
LEVEL LEVEL
I Original * 23 Original *
2 Original * 24 Original *
3 Original * 25 Original *
4 Original * 26 Original *
5 Qriginal * 27 Original *
6 Original * 28 Original *
7 Original * 29 Original *
8 Original * 30 Original *
9 Original * 31 Original *
10 Original * 32 Original *
11 Original * 33 Original *
12 Original * 34 Original *
13 Original * 35 Qriginal *
14 Original * 36 Original *
I5 Original * 37 Originai *
16 Original * 38 Original *
17 Original * 39 Original *
18 Ornginal * 40 Original *
19 Original * 41 Original *
20 Orniginal * 42 Original *
21 Original *
22

* included in this filing

Original *

ISSUED:

ISSUED BY:

EF

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.

180 Soutl

-y

-+

1 Clinton Avenue

FECTIVE:



Frontier Communications of America, Inc. South Dakota Tarnff No. |
Original Page 3

TABLE OFF CONTENTS

Check Sheet .. e 2
Table of Contents . ... ... . . e e B
Tariff Format . ... . e vev.. S
Section 1 - Terms and Abbreviation . ......... . .. .. .. . . . . . . B
Section 2 - Rules and Regulations .. ........ ... ... ... ... ... . ... . N
Section 3 - Service Descriptionsand Rates .................. ... .. ... ........27
Section 4 - Miscellaneous Services ... ... e 3T
Section 5 - Promotions . ... ..ot B
ISSUED: T EFFECTIVE.
{SSUED BY: Christine Burke, Regional Manager, Regulatory

Frontier Communications of America, Ine.
180 South Clinton Avenue



Frontier Communications of America, Inc. South Dakote Tarfl Mo, t

Origimad Page 4

SYMBOLS

The following are the only symbols used for the purposes indicated below:

C Changed regulation.

D Delete or discontinue.

i Change Resulting in an increase to a Customer's bill.

M Moved from another tariff location.

N New

R Change resulting in a reduction to a Customer's bill,

T Change in text or regulation.
ISSUED: EFFECTIVI:
ISSUED BY: Christine Burke, Regional Manager. Regulatory

Frontier Communications of America, Inc.
180 South Clinton Avenue

Do dvmetoes Wlais: A el VAL AL



Frontier Communications of America, Inc.

TARIFF FORMAT

A > page. Fag
numbergd s;,qupnually Howevcr new paaes are oucasmnall\ added ot hL m:m When anew
is added between pages already in effect, a decimal is added. For example. 2 mew page ad
between pages 14 and 15 would be 14.1.

B. Page Revision Numbers - Revision numbers also appear in the upper right comer of caclyy
These numbers are used to determine the most current page version on file with the Comm
For example, the 4th revised Page 14 cancels the 3rd revised Page 14. Because of various susp
periods, deferrals, etc., the most current page number on file with the Commission s not o
tariff page in effect. Consult the Check Sheet for the page currently in effect.

C. Paragraph Numbering Sequence - There are nine levels of paragraph coding. Bacl levael of
coding is subservient to its next higher level:

2.

2.1

2.1.1.

2.1.1A.

2.1.1A.1.
2.1.1.A.1.(a).
2.1.1.A.1.(a).1.
2.1.1.A.1.(a).L().
211A T (2).LG).(0).

L
St

Check Sheet
accompanies the tariff filing. The Check Sheet lists the pages contained in the taril, with a eross
reference to the current revision number. When new pages are added, the Check Sheet is ¢

to rf:ﬂeu the revision. All rewsmm made ina given fi lmL are dcxmmxui b} an x‘mﬂ‘“’

ISSUED: =

ISSUED BY: Christine Burke, Regional Manager. Regulatory
Frontier Communications of America, Inc.
80 South Clinton Avenue



Frontier Communications of America, Inc. South Daketa Tartit Mo, |
Original Page &

SECTION 1 - TERMS AND ABBREVIATIONS

Access Line - An arrangement which connects the Customer's telephone to @ Frontier desigmated
switching center or point of presence.

Authorization Code - A pre-defined series of numbers to be dialed by the Customer or End User
upon access to the Company's system to notify the caller and validate the caller's authorization to
use the services provided. The Customer is responsible for charges incurred through the use of bis
or her assigned Authorization Code.

Authorized User - A person, firm, partnership, corporation or other entity who is authorized by the
Customer to be connected to and utilize the Carrier's services under the terms and regulations of this

tariff.

Collect Billing - A billing arrangement whereby the originating caller may bill the charges fora call
1o the called party, provided the called party agrees to accept the charges.

Commission - Refers to the South Dakota Public Utilities Commission,

Company or Carrier - Frontier Communications of America, Inc. unless otherwise clearly
indicated by the context.

Consumer - A person who is not 2 Customer initiating any telephone calls using operator services.

Customer - A person, firm, partnership, corporation or other entity which arranges for the Carrier
to provide, discontinue or rearrange telecommunications services on behalf of itself or others: uses
the Carrier's telecommunications services; and is responsible for payment of charges, all under the
provisions and terms of this tariff.

Customer Dialed Calling Card Call - A service whereby the End User dials all of the digits
necessary to route and bill the cail to a valid non-Premiere calling card or credit card.

Dedicated Aceess - A method of reaching the Company's services whereby the Customer is
connected directly to the Company's Point of Presence without utilizing services of the locat
switched network.

ISSUED: EFFECTIVE:
ISSUED BY: Christine Burke, Regional Manager, Regulatory

Frontier Communications of America, Inc.
[80 South Clinton Avenue
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Frontier Communications of America, Inc. South Dakota Tariff

No. |
Original 7

Yo T

SECTION 1 - TERMS AND ABBREVIATIONS, (CONT'D.)
End User - Any person, firm, corporation, partnership or other entity which uses the services of the
Company under the provisions and regulations of this tariff. The End User is responsible for
payment unless the charges for the services utilized are accepted and paid by another Customer.
Equal Access - Where the local exchange company central office provides interconnection to
interexchange carriers with Feature Group D circuits. In such end offices, Customers can
presubscribe their telephone line(s) to their preferred mterexchange carrier.
Frontier - Refers to Frontier Communications of America, Inc., issuer of this tariff.
LATA - Local Area of Transport and Access.

LEC - Local exchange company.

Operator Dialed Surcharge - A charge applying to calls made when the user dials "00" only orany
valud company operator access code and requests that the operator dial the destination number.

Operator Station Call - A service whereby the caller places a nor-Person to Person call with the
assistance of an operator (live or automated).

Person to Person Call - A service whereby the person originating the call specifies a particular
person to be reached, or a particular station, room number, department or office to be reached
through a PBX attendant.

Personal Identification Number (PIN) - See Authorization Code.

ISSUED: EFFECTIVE:

ISSUED BY: Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.
180 South Clinton Avenue
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Frontier Communications of America, Inc. South Dakota Taritt Mo, |
Original Page §

SECTION 1 - TERMS AND ABBREVIATIONS, (CONT'D.)

Switched Access Origination/Termination - Where access between the Customer and the
interexchange carrier is provided on local exchanige company Feature Group circuits and the
connection to the Customer is a LEC-provided business or residential access line. The cost of
switched Feature Group access is billed to the interexchange carrier.

Third Party Billing - A billing arrangement by which the charges for a call may be billed to a
telephone number that is different from the calling number and the called number.

Travel Card - A proprictary calling card offered by Frontier Communications of America, lnc.
which is accessed by dialing a Company-provided access number.

Vv & H Coordinates - Geographic points which define the originating and terminating points of &
call in mathematical terms so that the airline mileage of the call may be determined. Call mileag
may be used for the purpose of rating calls.

ISSUED: EFFECTIVE:
ISSUED BY: Christine Burke, Regianal Manager, Regulatory

Frontier Communications of Americs, Inc.
180 South Clinton Avenue
Rochester, New York 140646 i



Frontier Communications of America, Inc, South Dakota Tarit No |

Original Page

SECTION 2 - RULES AND REGULATIONS

2.1 Undertaking of Frontier Communications of America, luc,

Frontier’s services and facilities are furnished for communications originating and

terminating within the State of South Dakota under terms of this tariff. The Company’s

services and facilities are available twenty-four (24) hours per day, seven {7) days per week.

Frontier arranges for installation, operation, and maintenance of the conumunications

services provided in this tariff for Customers and Subscribers in accordance with the terms

and conditions set forth under this tariff. Fronticr may act as the Customer's or Subsciib
agent for ordering access connection facilities provided by other carriers or entitis:
authorized by the Customer or Subscriber, to allow connection of a Customer's or

Subscriber's location to the Frontier network. The Customer or Subscriber shali be

responsible for all charges due for such service arrangements.

2.2 Use

2.2.1  Services provided under this tariff may be used by the Customer for any lawiul
telecommunications purpose for which the service is technically suited.

2.2.2  The services the Company offers shall not be used for any unlawtul purpoese or for
any use as to which the Customer has not obtained all required governmental
approvals, authorizations, licenses, consents and permits.

2.2.3  The Company may require applicants for service who intend to use the Company's
offerings for resale, shared and/or joint use to file a letter with the Company
confirming that their use of the Company's offerings complics with relevant faws and
the Commission's regulations, policies, orders, and decisions,

2.2.4 A Customer may transmit or receive information or signals via the facilities ol the
Company. The Company's services are desigried primarily for the transmission of
voice-grade telephonic signals, except as otherwise stated in this tariff. A user may
transmit any form of signal that is compatible with the Company's equipment, but
the Company does not guarantee that its services will be suitable for purposes other
than voice-grade telephonic communication except as specitically stated o this tarift,

ISSUED:
ISSUED BY: Christine Burke, Regional Manager, Regulatory

Frontier Communications of America, {nc.




Frontier Communications of America, Inc. South Dakota Tanff Mo, |
Original Page 10

SECTION 2 - RULES AND REGULATIONS, (CONT'D)

2.3 Limitations

2.3.1 The Company reserves the right to discontinue service when necessitated by
conditions beyond its control, or when the Customer is using the service in violation
of the provisions of this tariff, or in violation of the law,

2.3.2  Serviceis offered subject to the availability of the necessary facilities and equipment.
or both facilities and equipment, and subject to the provisions of this tariff.

2.3.3 The Company does not undertake to transmit messages, but offers the use of its
facilitiecs when available, and will not be Hable for errors in transmission or for
failure to cstablish connections.

2.3.4 Service may be limited or discontinued by the Company, without notice to the
Customer, by blocking traffic to certain countries, cities, or NXX exchanges when
the Company deems it necessary to take such action to prevent unlawful use of its
service. Service will be restored as soon as it can be provided without undue risk,

2.3.5 The Company reserves the right to limit or to allocate the use of existing facilities,
or of additional facilities offered by the Company, when necessary because of lack
of facilities, or due to some other cause beyond the Company's control.

2.3.6 To the extent that any conflict arises between the terms and conditions of a service
agreement or other contract and the terms and conditions of this tariff, the tariff shall
prevail,

ISSUED: EFFECTIVE:
ISSUED BY: Christine Burke, Regional Manager, Reguiatory

Frontier Communications of America, Inc.
180 South Clinton Avenuc
Rochecter New York 14646




Frontier Communications of America, Inc. South Dakota Tarifl No. |

v ¥

Original Page 11

[

SECTION 2 - RULES AND REGULATIONS, (CONT'D)

2.4 Assignment and Transfer

2.4.1

2.4.2

All facilities provided under this tariff are dircctly or indirectly controlled by
Frontier and neither the Customer nor Subscriber may transfer or assign the use of
service or facilities without the express written consent of the Company. All
regulations and conditions contained in this tariff shall apply to all such permitted
assignees or transferees, as well as all conditions of service. Such transfer or
assignment, when permitted, shall only apply where there is no interruption of the
use or location of the service or facilities.

Customer may request Carrier to assign one or more sub-accounts for billing
purposes, and to direct sub-account inveices to Customer's affiliates or other
designated entitics for payment. Such requests shall not affect the Hability of the
Customer, who shall remain solely liable to the Company for payment of all invoices
for service requested and obtained by Customer, whether inveiced by the Company
to the Customer, the Customer’s affiliates, or other designated entities.

ISSUED:

ISSUED BY:

EEFECTIVE:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America. Inc.

180 South Clinton Avenue

Rochester New York 14646

P o e



Frontier Communications of America, Inc. South Dakota TarifT Ne. |
Original Page 12

SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

#4]

Liability of the Company

v

2.5.1 Frontier’s liability for damages arising out of mistakes, interruptions, onisstons
delays, errors, or defects in transmission which oceur in the course of Rirnishing
service or facilities, shall be determined in accordance with SDCL 49-13<1 and 49-
13-1.1 and any other applicable law.

2.5.2  The Company shall not be liable for any claim or loss, expense or damage { wchuding
indirect, special or consequential damage). for any interruption, delay
omission, or defect in any service, facility or transmission provided under this tarify
if caused by any person or enti ty other than the Comp-ny, by any malfunction o
service or facility provided by any other carrier, by an Act of God, fire, wir, etvil
disturbance, or act of government, or by any other cause beyond the Company's
direct control.

2.5.3 The Company shall not be liable for, and shall be fully indemmnified and held
harmless by the Customer against any claim or loss, expense, or damage (i eking
indirect, special or consequential damage) for defamation. Iibel, stander, invasion,
infringement of copyright or patent, unauthorized tse of any trademark, trade

e
or service mark, unfair competition, interference with or misappropriation or
violation of any contract, proprietary or creative right, or any other injury fo any
person, property or entity arising out of the material, data, mformation, or other
content revealed to, transmitted, or used by the Company under this tari{f: or fo any
act or omission of the Customer; or for any personal injury or death of any person
caused directly or indirectly by the instailation, mainte iance, location, condition,
operation, failure, presence, use or removal of equipment or wiring provided by the
Company, if not directly caused by negligence of the Company.

ISSUED:

ISSUED BY: Christine Burke, Regional Manager, Regulatory

Frontier Communications of America, Inc.

1 YA v g ey



Frontier Communications of America, Inc.

SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

2.5  Liability of the Company, (Cont'd.)

254

2.5.5

2.5.6

2.5.7

The Company shall not be liable for any defacement of or damages to the pramises
of a Customer resulting from the furnishing of service which s not the direct re
of the Company's negligence.

The Company is not liable for any act or omission of any other entity furmishing o
portion of the service or any acts or omission of the Customer,

The Company shall not be liable for any claim, losy, or refund
theft of Personal Identification Numbers issued for use with the Compa

The Company shall not be liable for any damages. metuding usage che
Customer may incur as a result of the unauthorized use of &
communications equipment. The unautherized use of communications «
includes, but is nothmxtx,d to, 1hc pldwmcm of m%hé Om Ilw Cus

Customer that are transmitted over thc com pzm v"; x‘ze:twur%:: withei
of the Customer. The Customer shall be fully liable for al such vsage chs

ISSUED:

ISSUED BY:

Christine Burke, Regional Mam%u‘ ﬁwzdatam

Frontier Communications of
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SECTION 2 - RULES AND REGULATIONS, (CONT'I}.)

2.6  Customer Responsibility

2.6.1

All Customers assume general responsibilities in connection with the prov isions and
use of the Company’s service. When facilities, equipment, and/or communication
systems provided by others are connected to the Company’s fa cilities, the Customer
assumes additional responsibilities. All Customers are responsible for the follow ing:

A.

The Customer is respensible for placing orders for service, paying all chiarges
for service rendered by the Company and complying with all of the
Company’s regulations governing the service. The Customer is also
responsible for assuring that its users comply with regulations.

When placing an order for service, the Customer must provide:

1. The names and addresses of the persons responsible for the payment
of service charges, and

J

The names, telephone numbers, and addresses of the Customer
contact persons.

The Customer must pay the Company for the replacement or repair of the
Company’s equipment when the damage results from:

1. The negligence or willful act of the Customer or user,
2. Improper use of service; and
3. Any use of equipment or service provided by others.

After receipt of payment for the damages, the Company wiil cooperate with
the Customer in prosecuting a claim against any third party causing damage.

ISSUED:

ISSUED BY:

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.
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2.6.2

SECTION 2 - RULES AND REGULATIONS, (CONT'D.}

2.6 Customer Responsibility, (Cont’d.)

Billing and Payment For Service

A,

Responsibility for Charges

The Customer is responsible for payment of all charges for services and
equipment furnished to the Customer for transmission of calls via the
Company. In particular and without limitation to the foregoing, the Customer
is responsible for any and all cost(s) incurred as the resuli of:

I any delegation of authority resulting in the use of his or her
communications equipment and/or network services which result in
the placement of calls via the Company;

2. any and all use of the services provided by the Company, including
calls which the Customer did not individually authorize;
3. any calls placed by or through the Customer's cquipmient via any

remote access feature(s);

Charges for installations, service connections, moves, rearrangements, where
applicable, are payable upon demand to the Company or its authorized agent.
Billing thereafter will include recurring charges and actual usage as defined
in this taniff,

Payment for Service

All charges due by the Customer are payable (¢ the Company or any agent
duly authorized to receive such payments. The billing agent may be the
Company, a local exchange telephone company, credit card company, or
other billing service. Terms of payment shall be according to the rules and
regulations of the agent and subject to the rules of regulatory bodies having
jurisdiction.

IRSUED:

ISSUED BY:

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.

180 South Clinton Avenue

Rochester, New York 14646

iy
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SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

+46  Customer Responsibility, (Cont’d.)

6.2

Billing and Payment For Service, (Cont’d.)

C.

Disputed Charges

Any objections to billed charges must be reported to the Company or its
billing agent within twenty (20) days of the closing date printed on the
invoice or statement issued to the Customer. Adjustments to Customers'
account shall be made to the extent that circumstances exist which
reasonably indicate that such changes are appropriate.

Customer [nquiries or Complaints

Customer inquiries or complaints regarding service or billings may be made
in writing or phone to:

Frontier Communications of America, Inc.
180 South Clinton Avenue

Rochester, New York 14646

Telephone;  (716) 777-1000
Facsimile: (716) 325-1355

Toll Free: (800) 727-1653

or

Customers may contact the South Dakota Public Utilities Commission if lie
or she is dissatisfied with the Company's response. The Commission can be
reached at:

South Dakota Public Utilities Commission
500 East Capitol

Pierre, South Dakota 57501-5070
Telephone:  (605) 773-3201

Toll Free: (800) 332-1782

TTY: (800) 877-1113

ISEUED:

BSUED BY:

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory

Frontier Communications of America, Inc.
PSSR AP NY T | MR S
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SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

2.6 Customer Responsibility, (Cont'd)

2.6.3 Taxes and Fees

Al

Frontier reserves the right to bill any and all applicable taxes in addition to
normal long distance usage charges, including, but not limited to: Federal
Excise Tax, State Sales Tax, Municipal Taxes and Gross Receipts Tax.
Unless otherwise specified in this tariff, such taxes will be temized
separately on Customer bills.

To the extent that a municipality, other political subdivision or local agency
of government, or commission imposes and collects from the Company a
gross receipts tax, occupation tax, license tax, permit fee, franchise fee, or
regulatory fee, such taxes and fees shall, as allowed by law, be billed pro rata
to0 the Customer receiving service from the Company within the territorial
limits of such municipality, other political subdivision or local agency of
government.

Service shall not be subject to taxes for a given taxing jurisdiction if the
Customer provides the Company with written verification, acceptable to the
Company and to the relevant taxing jurisdiction, that the Customer has been
granted a tax exemption.

The Company may adjust its rates and charges or impose additional rates and
charges on its Customers in order to recover amounts it is required by
governmental or quasi-governmental authorities to collect from or pay to
others in support of statutory or regulatory programs. Examples of such
programs include, but are not limited to, the Universal Service Fund, the
Primary Interexchange Carrier Charge, and compensation to payphone
service providers for the use of their payphones to access Frontier’s service.

ISSUED:

ISSUED BY:

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.
180 South Clinton Avenue
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SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

16 Customer Responsibility, (Cont'd)

2.6.4

2.6.5

Late Payment Fees

A late payment fee of 1.5% per month will be charged on any past due balance. Any
applicable late payment fees will be assessed according to the terms and conditions
of the Company or its billing agent and pursuant to South Dakota state law.

Return Check Charge

Customers will be charged $20.00 on all checks issued to the Company which are
returned due to insufficient funds. At the discretion of the Company, the imsufficient
funds check charge may be waived under appropriate circumstances {e.g., a bank

error).

1SSUED:

ISSUED BY:

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
Conmiior (Ceammnsaieatione aof Amernea Ine
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SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

P

|

Deposits

The Company reserves the right to examine the credit record of the Customer, using any
lawful sources for determining credit standing. If the Customer's financial condition is
unknown or unacceptable to the Company, the Customer may be required to provide the
Company with a security deposit which the Company may apply against overdue charges.
The amount of the security deposit shall be equal to two (2) months’ estimated usage but
may vary with the Customer's credit history and projected usage. The Customer shall be
apprized that after one year of service the Account shall be reviewed, and in the event that
all amounts due have been paid within the terms and conditions of this tariff, the deposit
shall be refunded in full with interest as required by law or regulations. If subsequent
payment or usage patterns change, the Company may request an increase in or resubmission
of the security deposit as appropriate. The Company may also require a security deposit
before service is restored (along with the payment of overdue charges) from the Customer
whose service has been discontinued for nonpayment of overdue charges. Such security
deposit may be based on a new credit history (taking into account the discontinuance of
service) and estimates of usage.

The fact that a security deposit has been made in no way relieves the Customer from the
prompt payment of bills upon presentation.

ISSUED: EFFECTIVE:

ISSUED BY: Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.
180 South Clintonn Avenue
Rochester, New York 14646 S e
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SECTION 2 - RULES AND REGULATIONS, (CONT'D.)
Advance Payments

For Customers whom the Company determines an advance payment is necessary, the
(“ompany reserves the right to collect an amount not to exceed two (2) months’ estimated
¢harpes or $130, whichever is less, as an advance payment for service. This will be applied

agatingt the next month's charges and a new advance payment may be collected for the next
maonth,

Cancellation by Customer

Customers may cancel service verbally or in writing at any time. The Company shall hold
the Customer responsible for payment of all charges, including fixed fees, surcharges, etc..

which accrue up to the cancellation date. Charges may be avoided by dialing anothm
carrier's access code. In the event the Customer executes a term commitment agreement with

the Company, the Customer must cancel service and terminate the agreement in accordance
with the agrecment terms.

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.
180 South Clinton Avenue

Rochester, New York 14646 sdio 00
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SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

Refunds or Credits for Service Outages or Interruptions

2101

3.10.2

2.18.3

2104

An interruption period begins when the Customer reports a service, facility or circuit
to be inaperative and, if necessary, releases it for testing and repair. An interruption
period ends when the service, facility or circuit is operative. Credits for service
outages or interruptions are subject to the regulations listed below.,

If the Customer reports a service, facility or circuit to be interrupted but declines to
release it for testing and repair, or refuses access to its premises for test and repair
by the Company, the service, facility or circuit is considered to be impaired but not
interrupted. No credit allowances will be made for a service, facility or circuit
considered by the Company to be impaired.

Credit allowances for interruption periods which are not due to the Company's
testing or adjusting, to the negligence of the Customer, or to the failure ef channels,
eguipment and/or communications systems provided by the Customer, are subject
to the general liability provisions set forth in this tariff. It shall be the obligation of
the Customer to notify Company immediately of any interruption in service for
which a credit allowance is desired by Customer. Before giving such notice, the
Customer shall ascertain that the trouble is not within his or her control, or is not in
wiring or equipment, if any, furnished by Customer.

The Customer shall be responsible for the payment of service charges based upon
time and materials for visits by the Company's agents or employces to the premises
of the Customer when the service difficulty or trouble report results from the use of
equipment or facilities provided by any party other than the Company, including but
not hmited to the Customer.

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.
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SECTION 2 - RULES AND REGULATIONS, (CONT'D.)
386 Refunds or Credits for Service Outages or Interruptions (Cont'd)

2.14.8 For purposes of credit computation every month shall be considered to have seven
lundred and twenty (720) hours. For services with a monthly recurring charge, no
credit shall be allowed for an interruption of continuous duration of less than four (4)
hours. The Customer shall be credited for an interruption of four (4) or more hours
at the rate of 17720th of the monthly charge for the services affected for each hour
that the interruption continues. The formula used for computation of credits is as
fotlows:

Credit= A/720 x B

A = outage time in hours (must be 4 or more)
B = total monthly recurring charge for affected service.

2106 Forusage sensitive long distance services, credits will be limited to, a maximum, the
price of the Initial Period of the individual call that was interrupted plus any per call
charges or surcharges required to reconnect the caller.

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.
180 South Clinton Avenue

13 vphecter New Vaoark 14646 I
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SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

211 Cancellation or Termination of Service

2111

2112

Customers of presubscribed long distance services may cancel service at any time
by providing Frontier with written or verbal notification. The Company shall hold
the Customer responsible for payment of all bills for service furnished until the
cancellation date specified by the Customer or until the date that the cancellation
notice is received, whichever is later.

The Company may terminate service to a Customer or Subscriber for nonpayment
of undisputed charges or other violation of this tariff or provision of law upon five
(5) days written notice to the Customer or Subscriber without incurring any liability
for damages due to loss of telephone service to the Customer or Subscriber.

Frontier may refuse or discontinue service under the following conditions provided
that, unless otherwise stated, the Customer shall be given five (5) days notice to
comply with any rule or remedy any deficiency:

Al For non-compliance with or violation of any State, municipal, or Federal law,
ordinance or regulation pertaining to telephone service.

B. For use of telephone service for any purpose other than that described in the
application.
C. For neglect or refusal to provide reasonable access to Frontier or its agents

for the purpose of inspection and maintenance of equipment owned by
Frontier or its agents.

D. For noncompliance with or violation of Commission regulation or Frontier’s
rules and regulations on file with the Commission.

E. Without notice in the event of Customer, Subscriber or Authorized User use

of equipment in such a manner as to adversely affect Frontier’s equipment
or service to others.

ISRLIED:

[RSUED BY:

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.
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SECTION 2 - RULES AND REGULATIONS, (CONT'D.)
2.1t Cancellation or Termination of Service, (Cont'd.)
2113 Centinued

F. Without notice in the event of tampering with the equipment or services
owned by Frontier or its agents.

G. Without notice in the event of unauthorized or fraudulent use of service.
Whenever service is discontinued for fraudulent use of service, Frontier may,
before restoring service, require the Customer or Subscriber to make, at his
or her own expense, all changes in facilities or equipment necessary to
eliminate illegal use and to pay an amount rcasonably estimated as the loss
in revenues resulting from such fraudulent use.

H. Without notice by reason of any order or decision of a court or other

government authority having jurisdiction which prohibits Carrier from
furnishing such services.

212 Interconnection

Service furnished by Frontier may be connected with the services or facilities of other
carriers, Such service or facilities are provided under the terms, rates and conditions of the
other carrier. The Customer is responsible for all charges billed by other carriers for use in
connection with Frontier’s service. Any special interface equipment or facilities necessary
to achieve compatibility between carriers is the responsibility of the Customer.

ISSUED: EFFECTIVE:
ISSUED BY: Christine Burke, Regional Manager, Regulatory

Frontier Communications of America, Inc.

180 South Clinton Avenue
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SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

Terminal Equipment

The Company's facilities and service may be used with or terminated in terminal equipment
or communications systems such as a PBX, key system, single line telephone, or pay
telephone. Such terminal equipment shall be furnished and maintained at the expense of the
Customer. The Customer is responsible for all costs at his or her premises, including
personnel, wiring, electrical power, and the like, incurred in the use of Frontier’s service.
When such terminal equipment is used, the equipment shall comply with the generally
accepted minimum protective criteria standards of the telecommunications industry.

Inspection, Testing and Adjustment

Upon reasonable notice, the facilities or equipment provided by the Company shall be made
available to the Company for such tests and adjustments as may be necessary for their
maintenance in a condition satisfactory to the Company. No interruption allowance shall be
granted for the time during which such tests and adjustments are made, unless such

interruption exceeds twenty-four hours in length and credit for the interruption is requested
by the Customer.

200, 976 and 700 Numbers

The Company does not provide 900, 976 or 700 number services. Customer calls placed to
these numbers are routed to the local or long distance carrier providing the service.
Customers may contact their local exchange carrier or the carrier providing the service to
request blocking of access to these numbers.

ISSUED: EFFECTIVE;

ISEUED BY: Christine Burke, Regional Manager, Regulatory

Frontier Communications of America, Inc.
180 South Clinton Avenue
Rochester, New York 14646 sdit10g
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SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

Toll Free Services

The Company will make every effort to reserve toll free (i.e., “800/888") vanity

numbers for Customers, but makes no guarantee or warranty that the requested
number(s) will be available.

The Company will participate in porting toll free numbers only if the account
halance is zero and all charges incurred as a result of the toll free number have been
paid.

Toll free numbers shared by more than one Customer, whereby individual Customers
are identified by a unique Personal Identification Number, may not be assigned or
transferred for use with service provided by another carrier. Subject to the limitations
provided in this tariff, the Company will only honor Customer requests for a charige
in Resp. Org. or toll free service provider for toll free numbers dedicated to the sole
use of that single Customer.

If a Custemer who has received a toll free number does not subscribe to toll free
service within ninety (90) days, the Company reserves the right to make the assigned
number available for use by another Customer.

Other Rules

The Company may temporarily suspend service without notice to the Customer, by blocking
traffic to certain cities of NXX exchanges, or by blocking calls using certain Personal
Identification Numbers when the Company deems it necessary to take such action to prevent
unlawful use of its service. The Company will restore service as scon as service can be
previded without undue risk.

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.



Original Page 27

SECTION 3 - SERVICE DESCRIPTIONS AND RATES
11 Cenral

The Company provides direct dialed (1+), toll-free, calling card and operator assisted
services for communications originating and terminating within the State of South Dakota.
The Company's services are available twenty-four hours per day, seven days a week.
Intrastate service is offered in conjunction with interstate service.

{Customers are charged individually for each call placed using the Company's service.
Charges may vary by service offering, mileage band, class of call, time of day, day of week,
ealling volume and/or call duration. Customers are billed based on their use of the Company’

services and network. No installation charges apply.

EFFECTIVE:

IELED BY: Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.
180 South Clinton Avenue
Rochester, New York 14646 sdi0100
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SECTION 3 - SERVICE DESCRIPTIONS AND RATES
3.2 Rate Periods

Unless otherwise specified in this tariff, the following rate periods apply to all services
subject to time of day discounts:

| MON | TUES | WED | THUR | FRI | SAT | SUN
§:00 AM
TO DAYTIME RATE PERIOD
| 5:00 PM*
5:00 PM
TO EVENING RATE PERIOD EVE
L ironpMe
| NIGHT/WEEKEND RATE PERIOD

e EC"’Aai time pertod{s) during which the cali
: ‘ effect in that boundary

i
U T
T WA

IBSUED BY: Christine Burke, Regional Manager. Regulatory
Frontier Communications of America, Inc.
180 South Clinton Avenue
Rochester, New York 14646
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SECTION 3 - SERVICE DESCRIPTIONS AND RATES, (CONT'D.)
A3 Holidays

Calls on the following Company-recognized Holidays are rated at the Evening Rate Peried
rate unless a lower rate would normally apply.

New Year's Day** Labor Day Christmas Day™*
Independence Day** Thanksgiving Day
£

- Applies to Federally observed dav only
- When this Holiday falls on Sunday, the Holiday rate applies w calls
niaced on the preceding Friday.

"

34  Timing of Calls
Bithing for calls placed over the network 1s based in part on the duration of the call.
3.4.1 lLong distance usage charges are based on the actual usage of Frontier's network.
3.4.2 Timing begins when the called station is answered, as determined by standard
industry methods generally in use for ascertaining answer, including hardware
answer supervision in which the local telephone company sends a signal to the

switch or the software utilizing audio tone detection.

343 Chargeable ime ends when the called or calling party hangs up, whichever occurs
first.

3.4.4 The mmimum call duration and call increments for billing purposes are specified on
a per-product basis.

3.4.5 The Company shall not bill for unanswered calls.

ISSUED: EFFECTIVE:
ISSUED BY: Christine Burke, Regional Manager, Regulatory

Frontier Communications of America, Inc.
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SECTION 3 - SERVICE DESCRIPTIONS AND RATES, (CONT'D.)

ta
o

HomeSaver

HomeSaver is a two-way switched access service offered only in conjunction with Frontier’s
interstate HomeSaver service, wherein customers are provided with mileage based per
minute rates for both inbound (800) and outbound (1+) service. HomeSaver customers may
be billed dircctly or via their credit card for intrastate and interstate calls that terminate to
the customer's HomeSaver station, and are billed to the called party rather than the call
originators. HomeSaver customers may originate outbound intrastate calls by dialing 1 plus
an area code and the desired telephone number or by dialing 101XXXX and then the area
code and the desired telephone number.

3.8.1 ERate Structure

The customer's total monthly use of HomeSaver service is charged at the applicable
rates per minute and service hours set forth in Section 3.8.3. Calls are rated based
upon the length of call, the distance between the originating and terminating
locations of each call and time of day. HomeSaver outbound calls are billed in one
minute increments, with a one minute minimum for each call. HomeSaver inbound
(8001 calls are billed in six second increments with a one minute per call minimum.
Any fraction of an increment is rounded up to the next whole increment.

ISSUED: EFFECTIVE:

ISSUED BY: Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.
180 South Clinton Avenue



Frontier Comumunications of America, Inc. South Dakota Tariff No. |

Original Page 30

SECTION 3 - SERVICE DESCRIPTIONS AND RATES, (CONT'D.)

R Calculation of Distance

Usage charges for all mileage sensitive products are based on the airline distance between
serving wire centers associated with the originating and terminating points of the call.

The serving wire centers of a call are determined by the area codes and exchanges of the
origination and destination points.

The distance between the Wire Center of the Customer's equipment and that of the
destination point is calculated by using the "V" and "H" coordinates found in BellCore's
V&H Tape and NECA FCC Tariff No. 4.

Step 1 -

Step 2 -

Step 3 -
Step 4 -

Step 5 -

Step 6 -

Formula:

Obtain the "V" and "H" coordinates for the Wire Centers serving the
Customer and the destination point.

Obtain the difference between the "V" ccordinates of each of the Wire
Centers. Obtain the Difference between the "H" coordinates.

Square the differences obtained in Step 2.
Add the squares of the "V" difference and "H" difference obtained in Step 3.

Divide the sum of the square obtained in Step 4 by ten (10). Round to the
next higher whole number if any fraction results from the division.

Obtain the square root of the whole number obtained in Step 5. Round to the
next higher whole number if any fraction is obtained. This is the distance
between the Wire Centers.

(V, -V, +(H,-H,)
10

ISSURD:

ISSUED BY:

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of Amecrica, Inc.
180 South Clinton Avenue
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SECTION 3 - SERVICE DESCRIPTIONS AND RATES, (CONT'D.)

1.6  Miscellancous Rates and Charges

3.6.1

Public Telephone Surcharge

In order to recover the Company’s expenses to comply with the FCC’s pay telephone
compensation plan effective on October 7, 1997 (FCC 97-371), an undiscountable
per call charge is applicable to all interstate, intrastate and international calls that
originate from any domestic pay telephone used to access the Company's services.
This surcharge, which is in addition to standard tariffed usage charges and any
applicable service charges and surcharges associated with the Company's service,
applies for the use of the instrument used to access The Company service and is
unrelated to the Company service accessed from the pay telephone.

Pay telephones include coin-operated and coinless phones owned by local telephone
companies, independent companies and other interexchange carriers. The Public Pay
Telephone Surcharge applies to the initial completed call and any reoriginated call
(i.e., using the “#” symbol).

Whenever possible, the Public Pay Telephone Surcharge will appear on ihe same
invoice containing the usage charges for the surcharged call. In cases where proper
pay telephone coding digits are not transmitted to the Company prior to completion
ofa call, the Public Pay Telephone Surcharge may be billed on a subsequent invoice
after the Company has obtained information from a carrier that the originating
station is an eligible pay telephone.

The Public Pay Telephone Surcharge does not apply to calls placed from pay
telephones at which the Customier pays for service by inserting coins during the

progress of the call.

Rate Per Call: $0.26

ISSUIRD:

IRRUED BY:

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory

Frontier Communications of America, Inc.

180 South Clinton Avenue

Rochester, New York 14646 sdini oo
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SECTION 3 - SERVICE DESCRIPTIONS AND RATES, (CONT'D.)

3.7 Frontier One
Frontier One is a non-distance sensitive, outbound, flat rated switched service option.
Frontier One Customers may originate an intrastate call by dialing 1 plus an area code
(where necessary) and the desired telephone number. An optional travel card is also
available to Frontier One Customers.
3.7.1 Rate Structure
Frontier One Service is non-distance sensitive, flat rated 24 hours a day, seven days
a week service.
The Customers total monthly use of Frontier One service is charged at the per minute
rate set forth Section 3.7.2 of this tariff. Frontier One calls are billed in one minute
increments, with a one minute minimum for each call. Any fraction of an increment
is rounded to the next whole increment.
3.7.2  Usage Rates
A. The Following per minute usage rates apply to all calls under Frontier One
(including Company recognized holidays):
Day Evening/Night Weekend
$0.1500 $0.1500 $0.1500
[SSUED: EFFECTIVE:
ISSUED BY: Christine Burke, Regional Manager, Regulatory

Frontier Communications of America, Inc.
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SECTION 3 - SERVICE DESCRIPTIONS AND RATES, (CONT'D.)

7 Frontier One (Cont’d.)

3.7.2  Usage Rates (cont’d.)

B.

Optional Travel Card* (Including Carrier recognized holidays)

The following per minute rate is applicable to all Travel Card calls
placed in conjunction with Frontier One service option. All calls are
billed in one minute increments, with a one minute minimum for
each call:

Day Evening/Night Weekend
£0.2500 $0.2500 $0.2500

The following per minute rate is applicable to all Travel Card calls
when placed using the service on a stand alone basis. All calis are

billed in one minute increments, with a one minute minimum for
each call:

Bay Evening/Night Weekend
$0.2500 $0.2500 $0.2500

* An additional 81.20 per call surcharge will be applied to all travel
card calls requiring manual assistance.

insUEDY

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc,

180 South Clinton Avenue
arnhootar Noawvw VAarle tAGCAL
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SECTION 3 - SERVICE DESCRIPTIONS AND RATES, (CONT'D.)

1.8 HomeSaver (Cont'd.)

3.8.2 HoemeSaver Access (Travel) Service

Customers who are presubscribed to HomeSaver service will also be eligible for
HomeSaver Access (Travel) service as set forth in Section 3.8.3.C of the tariif.
HomeSaver Access (Travel) service is billed in six (6) second increments with a one
minute per call minimum, and is not available on a stand alone basis. Calls made to
directory assistance telephone numbers are charged on a per cail basis.

3.8.3 Rates

A HomeSaver (1+)
DAY $0.2800 per minute
EVENING/NIGHT/

WEEKEND  $0.1600 per minute

B. HomeSaver (800)
DAY $0.2400 per minute
EVENING/NIGHT/
WEEKEND $0.1900 per minute

ISELIED: EFFECTIVE:

ISSUED BY:

Christine Burke, Regional Manager, Regulatory
Frontier Cormmunications of America, Inc.

180 South Clinton Avenue

Rachester, New York 14646

sininn
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SECTION 3 - SERVICE DESCRIPTIONS AND RATES, (CONT'D.)
LR HomeSaver (Cont’d)
3.8.3  Rates (cont’d.)
C. HomeSaver Calling Card

The following time periods apply in rating all optional calling card calls:

Business Hours | Monday through Friday ~ 8:00 am to 5:59 pm

Off Hours Monday through Friday =~ 6:00 pm to 7:59 am
Saturday and Sunday All Day

Including Carrier recognized holidays

The following rates apply to HomeSaver customers during their rate
periods when placing long distance calls through Optional calling

card:

DAY $0.3500 per minute
EVENING/NIGHT/

WEEKEND $0.3000 per minute

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc,
180 South Clinton Avenue
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4.1

SECTION 4- MISCELLANEOUS SERVICES
{perator Services

Ciperator Services are offered to Customers. Operator Services allow Customers and
Consumers to place calls using operator assistance for cail completion or billing.

tsage charges and an appropriate service charge will be assessed on a per call basis, as
stated in this tariff. For calls made using a telephone company card, acceptance of the card
will be dependent upon the Company's ability to verify the card as valid. Only those cards
asecepted by the Company may be used for Operator Services. The Company reserves the
right to verily acceptance of charge prior to billing charges to a third party number.

4.1.1  Operator services may be used by the presubscribed Customer and by the Aggregator
and their respective Consumers (i.e., patrons, guests, invitees or employees) to
complete Person-to-Person, Collect, Third-Party, and/or Calling Card calls.

4.1.2  Charges for Qperator Assisted Calls include two components: a usage-sensitive
component based upon the time-of-day rate period, mileage, and duration of the call;
and a fixed service charge based upon the type of operator service provided.

4.1.3  The usage-sensitive portion of the charge for an Operator Assisted Call is set forth
in Section 4.1.8 below.

£.1.4  The fixed service charge portions of the charge for an Operator Assisted Call 1s set
forth in Sections 4.1.9 below.

4.1.,5  The Company shall not bill the Customer for any surcharges or fees imposed by the
Aggregator. With respect to charges imposed by the Aggregator for the use of the
telephonc, the Aggregator is responsible for charging a flat rate and for posting of
the charge in plain view at each telephone.

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.
180 South Clinton Avenue
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SECTHON 4- MISCELLANEOUS SERVICES (CONT'D.)

{iperator Services, (Cont’d.)

i § s
Ay § s d

Service may be suspended by the Company, without notice to the Customer or the
A mator, by blocking traffic to certain countries, cities, or NXX exchanges, or by
blocking calls using certain Customer Authorization Codes, Calling Cards or credit
eirds, when the Company deems it necessary to take such action to prevent unlawful
ase of service, The Company shall restore service as soon as it can be provided
without undue risk, and shall, upon request by the Customer affected, assign a new
Authorization Code to replace the one that has been deactivated. The Company
raserves the right to validate the credit worthiness of Customers through available
credit eard, Calling Card, called number, Third Party telephone number and room
number verification procedures, Where a requested billing method cannot be
validated, the Customer/Consumer may be required to provide an acceptable
alternate billing method or the Company may refuse to place the call.

The Aggregator is responsible for payment of the Company's charges for all calls
plaged [rom the Aggregator's Premises except for Collect, Third Party, Calling Card
and credit card calls. The Calling Card or credit card holder or local exchange
ampany service subscriber is responsible for payment of the Company's charges for

%
511 ealls billed to a Calling Card, credit card or a telephone line number, respectively.

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory

Frontier Communications of America, Inc.

180 South Clinton Avenue

Rochester, New York 14646 sdi0100
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SECTION 4- MISCELLANEQUS SERVICES (CONT'D.)
4.4 Ciperator Serviees, (Cont’d.)
418 Per Minute Usage Charges
Per Minute Rate $0.42
419 Fer Call Service Charges

The following per-call charges apply in addition to the per minute usage rates when
applicable. These charges apply in all rate periods.

Per Call
Customer Dialed Calling Card/Automated $4.95
Customer Dialed & Operator Assisted $5.50
Custemer Dialed - Operator Must Assist $4.95
Operator Dialed Calling Card $5.50
Operator
Operator Station Automated Assisted
Billed Collect $4.99 $5.50
Billed to Third Party $4.99 $9.99
Person-to-Person
All Billing Methods $9.99 $9.99
EFFECTIVE:

Christine Burke, Regional Manager, Regulatory

Fronticr Communications of America, Inc.

180 South Chinton Avenue

Rochester, New York 14646 SdiG100
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SECTION 4- MISCELLANEOUS SERVICES (CONT'D.)

Assistance

“ustomer may oblain assistance, for a charge, in determining a telephone number
by dialing Directory Assistance Service.

Hates
A Direetory Assistance Charge applies for each telephone number, area code, and/or
general information requested from the Directory Assistance operator. No call

atlowance applies.

{nrectory Assistance, per Request $1.49

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.
140 Qanth Clhinton Avenue
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SRCTION 4- MISCELLANEOUS SERVICES (CONT'D.)
Husy Line Verification and Interrupt

fiusy Line Verification and Interrupt services are offered in areas where the service may be
ed from the local exchange carrier.

AR

With Busy Line Verification (BLV), the Company operator will contact the LEC operator

deterine [ the called number or line is in use. Only one BLV will be made per telephone
s an associated charge will apply whether or not conversation was detected on the
The operator will not complete the call for the Custemer initiating the verification

Erid

=

sy Ling Interrupt (BLI) allows the Company operator to contact a LEC operator to
st a telephone conversation in progress, upon the caller's request and after a Busy Line
ation occurs. Upon the caller's request, the Company operator will contact the LEC
who will interrupt the busy line and inform the called party that there is a call
rom the caller. The LEC operator will not complete the call, but will only inform
ihe called party of the request. 1f the call is released the Company operator will offer to
Jete the eall for the Customer initiating the interrupt request. An applicable service
ve and applicable per minute charges will apply to the completed call. Only one BL1
templ will be made per telephone call and a charge will apply whether or not the called
party releases the line,

43,1 Busy Line Interrupt Charges:
i, Busy Line Verification, per request $6.50

b. Busy Line Interrupt, per request $6.50

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
trontier Communications of America, Inc.
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SECTION 5 - PROMOTIONS

stton Oalls

nticr will demonstrate its services by providing free test calls of up to
taration over its network.

srediong - General

e, Frontier may provide promotional offerings to introduce a current or
¢iher 1o a service not being used by the subscriber. These offerings may be
arin dates, times or locations and may waive or reduce recurring or non-

ety

EFFECTIVE:

P

Christine Burke, Regional Manager, Regulatory
Frentier Communications of America, Inc.
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FOATED FRONTIER COMMUNICATIONS OF AMERICA, INC. STATES

=an has a proven track record for providing high quality services and responsive

corvice. The Applicant is currently authorized to provide competitive local and

stsee services in Alabama, Florida, Georgia, lowa, Illinois, Indiana, Michigan,

av, Misstssippi, New York, Ohio, Pennsylvania and Wisconsin.

Aeplicant presently has long distance applications pending in the following states:

soni, Arkansas, Colorado, Connecticut, Delaware, Hawail, ldaho, Kansas,

kv, Louistang, Maine, New Hampshire, New Jersey, New Mexico, North Carolina,

cain, Oklahoma, Rhode Island, Vermont, West Virginia and Wyoming.

avipany is aggressively pursuing a nationwide certification program. The Company

siot heen denied certification from any state utility commission nor has it had a certificate

od i any state,

The company has not had any complaints filed against it for unauthorized switching

sromer’s twlecommunications provider or for the act of charging customeis for

ciers Uit have not been ordered.
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South Dakota Public Utilities Commission

WEEKLY FILINGS
For the Period of June 21, 2001 through June 27, 2001

vt e & complete copy of a filing faxed, overnight expressed, or mailed to you, please contact
& Kolbo within five business days of this filing. Phone: 605-773-3705 Fax: 605-773-3809

CONSUMER COMPLAINTS

i the Matter of the Complaint filed by Empire Plastics, Inc., Sioux Falls, South Dakota,
against MeleodUSA Telecommunications Services, Inc., Regarding Deceptive Business
Pragtice.

resenialive states that when he agreed to service, he told the Mcl.eod representative that

v i five year contract and that he would only agree to one year or less. He states that he did
grufurmn indicating five years and believes that the McLeod representative may have committed
service without his knowledge. Complainant's representative believes that the McLeod

gt dueceptive business practice to obtain his business. He states that the McLeod representative
somviract correctly to him. He requests that the Commission inform McLeod that the contract is

ELECTRIC

in the Matter of the Filing by MidAmerican Energy Company for Approval of Tariff
Ropvisions,

y WidAmencan Energy to revise the standard bill contained in the Sample Forms section of its tariff.
stanfy the means by which customers may contact the Company.

{rave Jacobson
Waren Cremer
4 OBS2H01
ding 07720/01

in the Matter of the Filing by Otter Tail Power Company for Approval of Tariff Revisions.

At Lompany (s requesting approval of 18 revised sheets to the South Dakota Electric Tariff Rate
revizions genarally consist of wording changes.

ih Senger

s Cremer
PHIGA

wr, D7/13/01



47y weny filed with the Commission for approval. According to the parties the

armant which sets forth the terms, conditions and prices under which Qwest will
Tal for the provision of local exchange services. Any party wishing to comment on
s fling written comments with the Commission and the parties to the agreement no

I the Matter of the Filing for Approvai of an Adoption Agreement between Qwest
Corpiration and NPCR, Inc. d/bla Nextel Partners.

phion Agreement between NPCR, Inc. d/b/a Nextel Partners ("Nextel") and Qwest
1 LIS WEST Communications, Inc. was filed with the Commission for approval.

-ton Agreement and any associated amendments, if applicable, between TW

st which was approved by the Commission on February 11, 2000 in Docket No. TC98-
1 camment on the agreement may do so by filing written comments with the Commission
sement no later than July 16, 2001, Parties to the agreement may file written responses
nan twenty days after the service of the initial comments.

s

in 1be Malter of the Establishment of Switched Access Revenue Requirement for Cheyenne
Biver Sioux Tribe Telephone Authority.

ux Tribe Telephone Authority, Eagle Butte, South Dakota, filed a switched access cost study
y renuireament and minutes of use that are included in the revenue requirement and minutes
yrene the switched access rates for the Local Exchange Carrier Association.

irs the Matter of the Application of Frontier Communications of America, Inc. for a
Certificate of Authority to Provide Interexchange Telecommunications Services in South

of America, Inc. has filed an application for a Certificate of Authaority to provide
wieatons services in South Dakota. Frontier will provide resold telecommunications



September 4, 2001
Via U. S. Mail

M Sichele M. Farns, PLEL Utility Analyst
gl Dakoeta Public Utilities Comnuission
i

Tast Unpitol
srppe, Sonith Dakota 57501

q',;

asy

7f: Revised Tariff Pages for Frontier Communications of America, Inc.
TCH-174

Dhear Ma. Farris:

Enclosed lor fling is a copy of the original stip sheet filing sent on August 27, 2001. Thave
included the original and one copy of two revised tariff pages, filed on behalf of Frontier
Cemmunications of America, Inc. The tariff pages included in this filing are listed below:

Original Page 19
Orginal Page 20

Please weknowledge receipt of this filing by date stamping the extra copy ofthis cover letter
s reburming itto me in the self-addressed stamped envelope.

Ay questions you may have regarding this filing may be directed to me at (407) 740-8575.
Thask vou for your assistance.

smeerely,

Dhau oo

Shari Dawson
“ansultant o Frontier Communications of America, Inc.

Faclosures

gy Christine Burke - Frontier Communications of America, Inc.
file FOA-SD
pps:  SD0100d

RECEIVED

SEP 11 200

SOUTH DAKOTA PUR
UTILITIES COMM!SSFS&



pivatiogs of America, Inc.

South Dakota Tariff No. 1
Original Page 19

TION 2 - RULES AND REGULATIONS, (CONT'D.)

s nott collect deposits from its Customers.

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.
y2iy month Clinton Avenue
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SECTION 2 - RULES AND REGULATIONS, (CONT'D.)

Adbvinee Payments

‘ammpany does not require advance payments from its Customers.

Caneellation by Customer

mav cancel service verbally or in writing at any time. The Company shall hold
ner responsible for payment of all charges, including fixed fees, surcharges, etc.,
rue up to the cancellation date. Charges may be avoided by dialing another carrier's
e, In the event the Customer executes a term commitment agreement with the
. the Customer must cancel service and terminate the agreement in accordance with
Crnent lerms.

EFFECTIVE:

Christine Burke, Regional Manager, Regulatory
Frontier Communications of America, Inc.
150 South Clinton Avenue



REFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

i THE MATTER OF THE APPLICATION OF ) ORDER GRANTING
FRONTIER COMMUNICATIONS OF AMERICA, ) CERTIFICATE OF
ING. FOR A CERTIFICATE OF AUTHORITY TO ) AUTHORITY
PROVIDE INTEREXCHANGE )

FELECOMMUNICATIONS  SERVICES IN ) TC01-074
SOUTH DAKOTA )

fin June 26. 2001, the Public Utilities Commission (Commission), in accordance
st GDOL 49-31-3 and ARSD 20:10:24:02, received an application for a certificate of
ssthonity from Frontier Communications of America, Inc. (Frontier).

Frontier proposes to offer resold telecommunications services, including direct
ated (1+). toll-free. calling card and operator assisted services throughout South Dakota.
seoposed tariff was filed by Frontier. The Commission has classified long distance
sarace as fully competitive.

On June 28 2001, the Commission electronically transmitted notice of the filing and
e intervention deadline of July 13, 2001, to interested individuals and entities. No
neltions to intervene or comments were filed and at its September 7, 2001, meeting, the
mmission considered Frontier's request for a certificate of authority. Commission Staff
secommended granting a certificate of authority, subject to the condition that Frontier not
offer a prepaid calling card or require deposits or advance payments without prior approval
of the Commission.

The Commission finds that it has jurisdiction over this matter pursuant to SDCL
Chapter 49-31, specifically 49-31-3 and ARSD 20:10:24:02 and 20:10:24:03. The
Cammission inds that Frontier has met the legal requirements established for the granting
i o cartificate of authority. Frontier has, in accordance with SDCL 49-31-3, demonstrated
cient technical, financial and managerial capabilities to offer telecommunications
cas in South Dakota. The Commission approves Frontier's application for a certificate
fharity, subject to the condition that Frontier not offer a prepaid calling card or require
naits or advance payments without prior approval of the Commission. As the
Cemission's final decision in this matter, it is therefore

ORDERED. that Frontier's application for a certificate of authority is hereby granted,
ubect 1o the condition that Frontier not offer a prepaid calling card or require depaosits or
advance payments without prior approval of the Commission. ltis

@

FURTHER ORDERED, that Frontier shall file informational copies of tariff changes
with the Commission as the changes occur.



Dated at Pierre, South Dakota, this _/4/ 12 day of September, 2001.

B

RIS,

CERTIFICATE OF SERVICE

The wundersigned hereby certifies that this

st Mas been served today upon alt parties of
eord i thiz deckel, as listed on the docket service

ty first olass mail, in properly addressed
ih r“zarges prepa\d thereon

(OFFICIAL SEAL)

BY ORDER OF THE COMMISSION:

Clomes / / /

WESA BURG Chawman/

S

oy . ]

e

7 —my /
7 L " S e N
PR s e

o

PAM NELSON, Commissioner



CERTIFICATE OF AUTHORITY

To Conduct Business As A Telecommunications Company
Within The State of South Dakota

Authority was Granted as of the date of the
Order Granting Certificate of Authority
Docket No. TC01-074

This is to certify that
FRONTIER COMMUNICATIONS OF AMERICA, INC.

is authorized to provide interexchange telecommunications services in

South Dakota, subject to the condition that it not offer a prepaid calling

ref or reguire deposits or advance payments without prior approval of the
Commission.

This certificate is issued in accordance with SDCL 49-31-3 and ARSD

102402, and is subject to all of the conditions and limitations contained in the
&5 and statutes governing its conduct of offering telecommunications services.

Dated at Pierre, South Dakota, this 4/./% day of

SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION:

ﬁAMES A. BURG, Chairman






